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SWEDISH MONETARY POLICY AND 
THE BUSINESS BOOM 


BY LARS-ERIK THUNHOLM 


The situation on the Swedish credit market has 
undergone a radical change in the course of the 
present year. The beginning of the year was char- 
acterized by very easy market conditions. As a 
result of the heavy monetary expansion in 1959, 
which involved an increase in bank deposits of 
nearly 20 per cent, the liquidity of the banks had 
reached an unprecedented high level. Under these 
circumstances, the banks had no difficulties in 
satisfying the increased credit demands, which ac- 
companied the rising level of economic activity. 
The Sveriges Riksbank (the National Bank of 
Sweden) — in view of the risks that the business 
boom might go too far — had, ever since the sum- 
mer of 1959, made appeals for a more restrictive 
lending policy on the part of the banks, and these 
appeals were emphasized by a gradual raising of 
the liquidity quotas recommended by the Riksbank 
as well as by an increase of 0.5 per cent in the 
bank rate last January. There is no cause to doubt 
that the banks made determined efforts to adapt 
their policies to these monetary policy signals. Nor, 
on the other hand, is there any reason to be sur- 
prised at the fact that a restrictive monetary policy 
unsupported by a tightening up of liquidity could 
not, in the main, be effective. There was a rising 
abundance of money, the demands for the granting 
of credit for important purposes were heavy, and 
the banks experienced no difficulties in meeting 
these demands at the same time as they could 
build up their liquid holdings at a rapid pace. It 
is of course not so strange if it is difficult effectively 
to ration something which is in good supply. 

How far this liquidity increase on the credit 
market went can be illustrated by the banking 
developments from February, 1959, to February, 
1960. Thus, deposits in the commercial banks rose 


1—603515 


during these twelve months from Kr. 16,805 mil- 
lion to Kr. 19,724 million, ie. by 18 per cent, 
whereas their loans and advances increased by 10 
per cent from Kr. 11,798 million to Kr. 13,009 
million. The difference was reflected in a con- 
tinued growth of the banks’ liquid assets (mainly 
in the form of short and medium term Govern- 
ment securities and deposits abroad). The average 
liquidity ratio of the banks thus rose from 47.6 per 
cent in February, 1959, to 49.8 per cent in Febru- 
ary, 1960. 

However, matters reached a turning-point in 
February this year and the credit market develop- 
ment has since then presented an altogether dif- 
ferent picture. The business sector’s credit demands 
on the banks continued to make themselves felt 
with unabated force, and advances increased from 
the end of February up to the end of July by a 
further Kr. 1,231 million to Kr. 14,240 million, 
an increase which the banks could not cover with 
new deposits. On the contrary, deposits fell during 
this period by no less than Kr. 1,412 million. As a 
result, there has been a sharp drop in the holdings 
of liquid assets, with the average liquidity ratio 
having gone down to 38.7 per cent by July. 

The greater part of the outflow of money could 
be offset by a liquidation of the holdings of Treas- 
ury Bills and a cutting down of assets abroad, but 
particularly during the strained periods at the end 
of the months a margin has had to be covered by 
short-term borrowing from the Riksbank. The Riks- 
bank’s domestic advances, which amounted to Kr. 
91 million in February, rose to Kr. 594 million in 
March. At the end of June they were still as high 
as Kr. 393 million and increased in July to Kr. 
495 million as compared with Kr. 58 million in 


July, 1959, 
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The causes of the increase in advances 


Of the two main factors — the increase in ad- 
vances and the decline in deposits — which have 
both contributed towards the fall in the banks’ 
liquidity, the former is the least remarkable. We 
have not only in 1959 but also this year experienced 
a powerful economic upswing in Sweden, and it is 
but natural that the rising economic activity has 
been accompanied by a considerable increase in 
the business enterprises’ need of bank credit — 
with regard to both the financing of investments 
and the requirements of working capital. A study 
of some of the economic statistics for the latest 12 
months’ period rather lends cause to be surprised 
at the fact that bank advances have not risen more 
than they have actually done. Thus, industrial 
production had in June reached a 10 per cent 
higher level than in the same month of last year. 
The first half-year’s import and export values were 
higher by 26 per cent and 17 per cent, respectively, 
than those for the corresponding period in 1959. 
The latest forecast of the probable course of in- 
dustrial investments in 1960 indicates that the 1959 
level will be exceeded by 14 per cent. And, as is 
generally known, the volume of activity in the 
highly credit-consuming house-building sector has 
been at a top level this year. 

In view of these data, it seems rather peculiar 
that the growth of bank advances from the sum- 
mer of 1959 to the summer of 1960 has not ex- 
ceeded some 12 per cent. A comparison with con- 
ditions abroad shows that bank advances in most 
countries having a similar business trend to that in 
Sweden increased at a considerably higher rate 
during the same period. As will be seen from the 
table the increase amounted in England to 25 per 
cent, in West Germany to 15 per cent, in France 
to 15 per cent, and so on. It is not unreasonable 
to ask how such a powerful economic upswing can 
have taken place in our country without a sharper 
increase in bank credits. The explanation is proba- 
bly, for one thing, that the upswing here set in 
rather late and, for another, that the liquidity of 
the business sector was extremely high not only at 
the beginning of the upswing but practically speak- 
ing, also throughout 1959 as a consequence of the 
monetary expansion in the Swedish economy that 


The development of the commercial banks’ advances during 
the latest 12 months’ period (per May, June or Fuly) 
in a number of countries 


‘ Increase 
Eenied (in per cent) 
Swedeny giey.2c July 1959—July 1960 aes 
Norway: .3%s0-s% June 1959—June 1960 8.9 
Denmarksnsaen en June 1959—June 1960 21.6 
West Germany ..| May 1959—May 1960 15.5 
Belgrumars tet May 1959—May 1960 12.8 
Switzerland June 1959—June 1960 o7 
Branceseasseeniae May 1959—May 1960 15.2 
England <.: e... June 1959—June 1960 25.2 
WS Aleit ce eet June 1959—June 1960 9.9 


has been going on for several years. It is only 
gradually during the course of the economic up- 
swing that the credit demands on the banks have 
started to make themselves felt more strongly. This 
also explains why in spite of the more restrictive 
credit policy bank advances have continued to in- 
crease at a rapid pace this year. 

It may be of interest in this connection to 
examine in some detail how the increase in bank 
advances has been distributed to satisfy demands 
in the various sectors of the economy. This distri- 
bution is illustrated by the statistics on the distri- 
bution of credits by industries which are published 
semi-annually by the Swedish Banks Association. 
These statistics show — as will be seen from next 
table — that during the period May, 1959—May, 
1960, nearly one-third of the increase in credits, 
that is, Kr. 494 million was apportioned to trade 
and services, Kr. 395 million to house construction 
and Kr. 243 million to industry. Relatively speak- 
ing, the municipalities were responsible for the 
highest percentage increase. 

It is a significant feature of the business trend 
that the credit requirements of trade have under- 
gone the sharp rise indicated in the table. More 
than any other business sector, trade has had to 
shoulder the heavy stock-building, which has 
played an essential part in the economic upswing 
and is reflected in the large increase in imports. 
In contrast to industry with its high degree of 
self-financing, trade is in fact also very much 
dependent on credit in the respect that a change 
in turnover usually entails a parallel change in the 
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Distribution of bank advances by business sectors 
May 1959 and May 1960 


May, 


May, Changes 

1959 | 1960 

IKr, 1a | Le 0 

mill. | mili. } mill. : 
SRATISER rat Nas cfasaievaiesn 0 ote 2,270] 2,513}+ 243 }+410.7 
ilvacteand services ...;.5°. 2,852 | 3,346/+ 494/+17.3 
PEAS POEGT tara ye 515385 velo 626 692/+ 66/+10.5 


Insurance and finance .... 258 297)+ 39)+15.1 
Municipal enterprises and 

BLISHILU GIONS (Faye fteinicte!2- 131 209)+ 79}+59.5 
PA OTICUMCINGE Ie ears cred aie alsa 463 507|/+ 44/4 9.5 
BSED Ars Diao Hila susins sos ies0:* 1,486) 1,460)/— 26/— 1.8 
Housing credits .......... 2,638} 3,033)+ 395]+15.0 


Personal and sundry credits 942} 1,119}+ 177/+18.8 


Total 11,666 | 13,176 |+1,510|+12.9 


requirement of credit. Inventories and book debts 
increase at the same rate as the turnover and need 
financing. On the other hand, the increase in the 
housing and municipal credits reflects the reduced 
possibilities in 1960 gradually to transfer bank 
credits to the capital market, a subject about which 
there will be cause to say more in this article. 


Government borrowing and the decrease 
in deposits 


Let us now turn to the second factor which has 
contributed towards the heavy outflow of money 
from the banks, namely, the decrease in deposits. 
It is, of course, true that a certain decline in de- 
posits is a normal occurrence in the banking 
system during the months of March to May this 
being a period of extra heavy tax payments. Thus, 
total deposits fell from February to May last year 
by Kr. 225 million. In the spring of this year, the 
decrease has been much larger than usual and, 
moreover, the drain on the deposits has also con- 
tinued in June and July. It is primarily this heavy 
and persistent outflow from the deposit accounts 
which nearly in one blow has caused a swing on 
the market from a situation characterized by an 
abundance of money to one of extreme scarcity of 
money in the banks. 

This development on the deposit side is inti- 
mately bound up with factors relating to the 
Government finances. In this connection, account 


must first and foremost be taken of the fact that 
the seasonally normal strain in the spring months 
has this year been highly aggravated owing to the 
budgetary development. Thus, the total Govern- 
ment budget has for the first seven months resulted 
in a surplus of more than Kr. 1,000 million, money 
that has consequently been drawn off from the 
banking system. For the corresponding period last 
year, the drain was considerably less, or about Kr. 
350 million. 

In addition, however, we have as a completely 
new and, in principle, very important factor a 
change in the Government’s borrowing policy 
aiming at an extensive funding of the Govern- 
ment’s short-term debt. The object of this policy 
has been to attract to the Treasury part of the 
business sector’s as well as the general public’s 
liquid funds through various types of borrowing 
operations. As a first step, the Government issued 
in April a bond loan at the very attractive interest 
rate of 5 1/2 per cent. The subscriptions totalled 
Kr. 1,074 million, a sum which surpassed all ex- 
pectations. Unexpected also was the size of the 
subscriptions made by companies and individuals. 


Break-down of the subscriptions for the Government loan 
of April 12, 1960, into subscriber categories 


Kr, 5 
million 7 
State institutions (incl. the Postal Admi- 

PIS EL AETOTL) Sapnet. Re erehaete neta ciate oot 151 14.1 
Mumespalitics: tac Peatem fu,4lseetas saree < 4 0.4 
Mommercials banksy. ik acl ne aitos 182 16.9 
DAVIN OS AT Kia. aes stag ecaa¥einis) oidtacatee ress ee 47 4.4 
insurance COmpanies/ sacs see. oo 400 Bier! 
Other credit institutions ............ 8 0.7 
Companies and economic associations 152 14.2 
Funds, foundations, benevolent societies 63 T/A] 
MMC AIS oi meleraiaiel ysis isc fhesas,« oaiaiels, « 67 6.2 

Total | 1,074 100.0 


As will be seen from the table, these two subscriber 
groups engaged themselves in the loan to the ex- 
tent of Kr. 219 million, a rather remarkable figure 
considering that they have in recent years displayed 
but a minor interest in Government bonds as an 
investment object. 

The next step was taken in June and consisted 
of an issue of Treasury bills and short-term bonds, 
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especially intended for the business sector. ‘These 
issues too were offered at interest rates, which 
must have seemed very attractive to the business 
firms. In reality, the issues meant a sharp increase 
in the short-term rate. Although the subscriptions 
stopped at a total amount of Kr. 150 million, the 
effect of the two issues was a further drain on the 
banks’ deposit accounts. As in the case of the loan 
in April, moreover, the loans were issued at a time 
when there was a considerable strain on the banks 
on account of the companies’ tax payments. 

The third step — the most severe as far as the 
banks were concerned — was taken at the end of 
July when deposits were to be made into special 
investment funds with the Riksbank which had 
been decided upon by the Riksdag. The purpose 
of these funds is to induce the companies, by tax 
allowances, to postpone part of their investments, 
thereby absorbing liquid funds held by the business 
enterprises. Quite exceptional terms of interest 
were offered in this connection. Thus, the com- 
panies could get a yield of close upon 10 per cent 
on funds tied up for one year, and it was therefore 
far from surprising that the deposits reached such 
a substantial figure as Kr. 570 million. 

A new issue of high-yielding Treasury bills has 
been made since then, and further loan operations 
of a similar nature can be expected in the autumn. 
There is a further period in October for advance 
payments to investments funds, and it has been 
announced that the Government intends to issue 
a loan in the autumn which is mainly to be directed 
towards the general public. Attractive terms of 
interest will no doubt be offered in this case, too. 

These various deflationary measures have been 
facilitated to some extent through adjustments in 
the credit market’s interest structure which oc- 
curred in connection with the increase in the of- 
ficial rate of discount in January last. The Riks- 
bank then raised the rate by 1/2 per cent, and 
the short-term as well as the long-term rates of 
interest generally followed suit. By virtue of an 
agreement with the Riksbank, on the other hand, 
the increase in the deposit rates applied by the 
credit institutions was limited to 1/4 per cent. The 
object of this limitation was expressly to widen the 
margin beween the credit institutions’ deposit rates 
and the yield on long-term bonds in order to 


facilitate a certain funding of the Government 
debt. It may well be said that this object was at- 
tained in a manner and to an extent that could 
hardly be foreseen in banking circles in January 


last. 
Sf 


Consequences of the monetary policy change 


The changed principles of the monetary and 
fiscal policy which have thus been carried into 
effect since the spring can be suitably characterized 
as a transition from a monetary inflation of a 
rather extreme type to a monetary deflation of a 
likewise rather extreme kind. After the Swedish 
economy had for several years — with 1959 as the 
peak year — been flooded with liquidity on ac- 
count of extensive short-term Government borrow- 
ing from the Riksbank and the commercial banks, 
it has suddenly been realized that this excess liq- 
uidity can have its drawbacks, and attempts are 
therefore now being made rapidly to render it 
innocuous by various measures. Such a violent 
change of policy must naturally greatly affect the 
situation on the credit market as well as the pos- 
sibilities of the credit institutions to fulfil their 
tasks in the field of financing. And this means that 
the change of policy will have all kinds of conse- 
quences for industry and other sectors of the 
economy. 

Even if there are still rather vague perspectives 
of the new policy, it is not impossible at the present 
stage to draw certain conclusions. 

There is primarily reason to establish as a fact 
that a change of the Government’s borrowing 
policy in the direction it has now taken has for a 
long time been much desired from the point of 
view of the stabilization policy. The change should 
have been made long ago and in any case so early 
that a monetary expansion of such violent pro- 
portions as in 1959 could have been avoided. A 
stitch in time saves nine. Once banks and business 
enterprises have reached a stage of excess liquidity, 
it is far from easy to absorb this excess liquidity 
without a troublesome aftermath in other respects. 

From the viewpoint of monetary policy, the aim 
of the deflationary policy has obviously been to 
gain better control over the credit market. The 
Government’s various loan transactions have 
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played a role fully analogous to that classic form 
of monetary policy which is termed »open market 
operations». The primary aim — to reduce the 
supply of money on the market — has indeed been 
attained in a rapid and effective manner. The 
liquidity of the banks has undergone a pronounced 
contraction, and they have even had, to a certain 
extent, to depend on the Riksbank for short-term 
borrowing. Their lending capacity has been highly 
curtailed, and they will have to pursue a very 
austere lending policy. The Riksbank has thereby 
been given an effective means of applying the 
brakes to a boom, a means which it did not have 
in the earlier situation of excess liquidity. 

However, this monetary policy gain has not been 
attained without costs. These costs comprise, above 
all, the troublesome consequences which have arisen 
in two respects, namely, in regard to the situation 
on the capital market and the pattern of interest 
rates. 

A sharp deterioration of the situation on the 
capital market is a direct consequence of the 
gigantic Government bond issue in the spring 
which dried up the market for a long time ahead. 
In spite of its great borrowing requirements, the 
Government has earlier held back its demands on 
the capital market, doing a large part of its bor- 
rowing in the commercial banks. Our limited 
capital market has, thanks to this, been able to 
satisfy the huge house-financing requirements and 
also provide far from insignificant amounts for the 
long-term financing of the municipalities and in- 
dustry. The capital market has thus functioned 
fairly well. On the other hand the drawback of 
this policy has been the powerful monetary ex- 
pansion resulting from the Government’s borrow- 
ing in the banks. A switch has now been made to 
exactly the opposite policy. The credit expansion 
has not only been checked but also exchanged for 
its antithesis with the result that the capital 
market does not function as before. And this has 
given rise to a great number of complications. 

House-financing is the most vulnerable point. 
As the Government, during the spring, absorbed a 
considerable proportion of the capital market’s 
resources, there was no room for an issue by the 
mortgage institutions. On account of this, the 
normal transfer of building credits from the banks 


to the mortgage institutions was not possible. The 
building credits have thus become immobilized in 
the banks, a circumstance which has contributed 
towards the rise in the banks’ advances. It was only 
in September that a mortgage issue was allowed, 
and although the situation necessitated an in- 
crease in the effective rate of interest, it was im- 
possible to place any considerable amount in the 
market. In retrospect one can say, that it was a 
big mistake to let the Government loan in the 
spring rise to such a high figure. If the subscrip- 
tions had been stopped at Kr. 500 or 600 million, 
there would have been room for the mortgage 
institutions, and the present house-financing dif- 
ficulties would never have arisen. 

If we then turn to the new monetary policy’s 
consequences with respect to interest rates, it will 
be found that there are complications to be reck- 
oned with in this regard, too. The various measures 
taken to absorb liquid funds deposited by the 
business sector in the banks have depended on an 
attraction in the form of considerably better inter- 
est terms than the banks are able to allow on their 
deposit accounts. It has, first and foremost, been 
necessary substantially to raise the rate for short 
investments. Thus, the rate for the more long-term 
Treasury bills (8 to 9 months) has from the 
autumn of 1959 to the summer of this year been 
gradually increased from 3.6 per cent to 4.75 per 
cent. 

Of course, no reasonable objections can be made 
to a policy which means that the Riksbank tries to 
manipulate from time to time the short-term rate 
of interest with greater variations than the long- 
term capital market rate. It is, however, impos- 
sible to persevere in pursuing a policy involving 
an attempt to limit an interest increase to the 
short-term rate. The long-term rate will soon be 
affected, and a parallel increase in this rate has 
to be expected in the long run. It is evident that 
the capital market rate has already been affected. 
This is illustrated by the terms of the recent loan 
issued by the Swedish City Mortgage Bank. In 
view of the big Government loan in the spring and 
the shortage of funds on the capital market, it 
was not possible to issue the loan at an interest 
rate of 5 1/2 per cent without offering it at a dis- 
count. The issue price of 99 per cent corresponds 
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to a yield of 55/8 per cent. These terms mean 
that the rate for 10 years’ first mortgage loans has 
at the same time been forced up from 5.6 to 5.7 
per cent, and an impression has been created that 
interest rates are moving upwards, a circumstance 
which in itself renders it more difficult to place 
the above-mentioned mortgage bank’s loan on the 
market. The creation of expectations of higher 
interest rates induces investors to wait and see. An 
upward pressure on the interest rates is, moreover, 
to be feared in other respects. It is not improbable 
that the credit institutions will, sooner or later, 
have to raise their deposit rates in order to defend 
their ‘position in the competition with direct in- 
vestments in Government securities. 

A question is, of course, how the Riksbank is 
going to be able to manage these complications. 
One way is, of course, to accept the consequences 
for the interest rates of the credit contraction it has 
attempted to carry through. The Riksbank will 
then have to raise the bank rate, and allow a 
general increase in the credit institutions’ deposit 
and loan rates. Generally speaking, this will 
hardly mean anything else than a signal that credit 
has become more scarce with an increase in the 
price of credit as a result. Such an increase in the 
price of credit can perhaps also to a certain extent 
entail reduced demands on the capital market and 
thereby make it function better. But, in such a 
case, the Riksbank cannot raise the Treasury bill 
rate further in order to continue to absorb liquid 
funds from the banking system. Should it do so, 
the upward move of the interest rates will be set 
going anew. 

Should the Riksbank not accept an increase in 
the rates, it has only one possibility of counteract- 
ing an upward move in the rates, namely, that of 
increasing the market liquidity. It may well be that 
fairly soon other reasons too will cause such a 
development. The outflow of funds from the bank- 
ing system has gone so far that the credit market 
can no longer function without friction. Normal- 
ly, the Government Budget shows a deficit in the 
autumn months and even if the deficit does not 
reach last year’s figure, certain Government bor- 
rowing requirements have to be reckoned with 
during the remainder of the year. The National 
Debt Office cannot, however, place any note- 


worthy amount of Treasury bills in the banks on 
account of the latters strained cash position, and 
the probable consequence is that the Riksbank 
will be forced to discount such bills and thereby 
swell the supply of money in the market. If it is 
desired that the granting of credit for house- 
building purposes is to function properly, the Riks- 
bank will perhaps also have to take up mortgage 
bonds. By such means, the market will be furnished 
with a bigger supply of money. 

In these circumstances, the way the monetary 
policy has been planned appears rather inconsist- 
ent. The Riksbank absorbs a gigantic amount from 
the banks during the already seasonally-strained 
first part of the year, and is thereafter forced to 
swell the market during the second half of the 
year when the market begins to show an increase 
in liquidity for seasonal reasons. All this is done 
at the cost of a rather considerable increase in the 
interest level which it will be necessary to adjust 


‘later. At any rate, it is impossible not to find fault 


with the exorbitant and drastic aspect of this form 
of market operations. The Riksbank has made an 
attempt to take more money from the banking 
system than the system has been able to furnish. 

Such strong measures as have now been taken 
would have been justified only if the situation 
had been so serious that there was a danger of a 
more or less uncontrollable inflationary boom. It is 
possible that the Riksbank has judged the situation 
to be such. It can, however, be seriously questioned 
whether this appraisal actually concords with the 
present Swedish economic outlook. 

To be true, there is no need to hesitate in de- 
picting the situation as a period of intense business 
activity. But there are no signs of its beginning 
to take an inflationary turn. It is instead rather 
striking that the inflationary tendencies have been 
absent during the high level of business activity. 
In that respect, there are especially two aspects 
to which attention must be paid. In the first place, 
there has hitherto been a typical quantity boom 
with only insignificant tendencies towards price in- 
creases. In the second place, the economic situ- 
ation presents several weak points in the sense that 
many important industrial sections experience no 
excess demand at all, and have instead to fight 
against severe international competition. Of rele- 
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vance also is the fact that business activity in the 
United States has lately shown signs of declining. 

In such a situation, an altogether too drastic 
change of credit policy of the kind now forced 
upon the banks can cause much damage. Rising 
economic activity, for which there has been room 
in terms of real productive resources, requires in- 
creased bank credit. Nothing indicates that the 
increase has up to now gone too far in that respect. 
To carry through a drastic contraction of the 
banks’ credit capacity in such a situation has un- 
doubtedly its risks, as it can lead to a curtailment 
of activity in many fields where a curtailment is 
not only meaningless but also directly weakens the 


power to resist a possible economic recession. 

It stands to reason that credit will become dearer 
and scarcer as the boom develops into a situation 
where productive resources are fully employed. 
But such a contraction must be carried through 
gradually and gently. Even in a situation charac- 
terized by a restrictive economic policy it is, how- 
ever, necessary that the credit market is able to 
function as efficiently and smoothly as possible. 
Our interests are not best served in the present 
economic situation by altogether too drastic meas- 
ures, which create a credit contraction that ob- 
structs the financing of a sound and normal de- 
velopment of the business activity in our country. 


120 SKANDINAVISKA BANKEN 


HOW SHOULD BUSINESS FIRMS DEAL 
WITH EUROPEAN INTEGRATION? 


BY WILHELM PAUES 


Many business managements will certainly be 
somewhat bewildered when they study the Rome 
Agreement and the Stockholm Convention for the 
setting up of a European Free Trade Association 
(EFTA). It is indeed very difficult to deduce from 
the texts their practical consequences as far as 
one’s own business, its position, and its future pros- 
pects are concerned. There are very few Swedish 
concerns today which possess their own specialists 
in this field. A short review article can hardly 
solve the problem for a business undertaking, but 
may possibly assist in the preparation of an analysis 
of the problem to be faced. 


Which businesses are not directly affected? 


The most tangible consequences of both agree- 
ments ensue from the fact that both groups will 
gradually abolish tariffs in respect of all goods 
passing from one member state to another. Natu- 
rally there will be no change in the case of firms 
which buy or sell goods at present and continuing 
to be duty-free. Firms performing home-market 
services, e.g. retailers and service businesses will like- 
wise be unaffected directly. Firms manufacturing 
goods which are barely transportable will likewise 
hardly be affected. Such manufacturers are typical 
producers of goods for the home market and conse- 
quently not dependent on imports or exports for 
the market for their goods. 

The initial step in an analysis of a firm’s posi- 
tion should therefore be to establish how large a 
percentage of its market and of its staff will not 
be directly affected by integration. 


Wilhelm Paues is Secretary General of the Joint Committee 
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Businesses dealing in the home market 
may be indirectly affected 


The next step is to estimate the position of a 
special type of business, of its customers, and of 
the district. If a place is dependent on a single 
industry which may risk overwhelming competition 
thanks to integration, what is the future picture for 
its builders, its retailers, or its garage owners? 

If a Swedish wholesaler in raw materials or a 
machinery agent has concentrated on deliveries to 
a branch of industry which threatens to be driven 
out of existence by e.g. a British competitor, what 
are his prospects? It is hardly likely that British 
industry will begin to purchase from Swedish 
wholesalers or agents. 

The Stockholm Convention grants the right to 
firms from other EFTA countries to open up here, 
and this may well happen both in production, 
distribution and other forms of service. Even if 
a firm’s activities are confined to the domestic 
market, its competitive position may be changed 
by the establishment of a foreign firm in the 
Swedish domestic market. On the other hand, 
certain of its customers might find that they can 
produce more cheaply in some other EFTA 
country and transfer their production accordingly. 
It might be wise for trade associations to keep a 
watchful eye on such developments and for firms 
to study how they might affect the competitive 
position. 


Integration and export trade 


Integration within EFTA affects only industrial 
exports. Primarily, reductions in tariffs do not af- 
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fect agriculture, all fishery products, or certain 
articles of food. Further, only goods which either 
are or may become articles of export or which 
compete with imported goods will be subject to 
the economic consequences of integration. 

EFTA producers can count on their industrial 
export goods becoming duty-free in other member 
states by 1970 at the latest. Goods which today 
cannot be exported by reason of high protective 
tariffs against them will gradually come within a 
profitable range until, by 1970, we may envisage 
a duty-free market comprising some 90 million 
consumers. 

It will be essential for every management to 
analyse how their goods will be affected. by inte- 
gration. Tariffs are not the only obstacle to an 
increase in export trade. The market picture is as 
a rule considerably more complicated. Importers 
or manufacturers of goods which compete with 
imported articles will do well to analyse the degree 
of protection afforded by Swedish duties. Maybe 
internal competition is so severe that the present 
scale of duties cannot be utilized, and in such 
case their removal will not cause any major change 
in the position. But where full use is being made 
of the protection given by tariffs in Sweden, it is 
probable that reductions will be accompanied by 
increased foreign competition. 

In their analysis, firms should try to estimate 
the reaction of the domestic market to reductions 
in Swedish tariffs. 

Reductions in EFTA tariffs also offer oppor- 
tunities for increasing exports. In certain instances 
they may be more significant than would appear 
at the first glance, as may be seen from the follow- 
ing example: — 


1959 1970 
MOOR CLT COSt Of Article sf. ayratc jo Noe ce se es 100 
P80) Duty 60. ne ieee ees e eee ete wee te nees ined 
BAU) SPE yA COSEI <t- ici stave afacslalaers aloes’ 0,» 100 
_ 65 Purchase tax 250% ....... ee seeeeees _50 
LODE KICE LO WHOLESALEL 410 sisters es sys 6 stare e's 150 
117 Wholesaler’s and Retailer’s mark-up at 
Oo are a eR stas Sieve is, cualarahelare <8 tenis 2 _ 90 
“312 240 


The price differential caused by EFTA tariff 
reductions may in other words be considerably 
greater than the value of tariff reductions them- 
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selves, and this differential is far greater in the 
case of countries with high tariffs and high pur- 
chase tax than in that of Sweden. Swedish pro- 
ducers should therefore, as well as analysing the 
effect of EFTA on their domestic market, ascer- 
tain how it improves their opportunities of export 
from a retail price point of view. 


The possibilities and risks of a larger market 


The creation of the EFTA market means a 
gradual increase in the number of customers who 
can be reached without any tariff hindrance. 
Many manufacturers in small countries have been 
compelled to cover a large number of products 
in their manufacturing programme if they wished 
to have a large business. Often it has been only 
small businesses which have been able to specialise 
in a single or a few products. This has been a 
consequence of the smallness of the domestic 
market, since modern machinery is often capable 
of turning out the requisite amount of an article 
for the whole Swedish market in from one to two 
months. A large market will give every manu- 
facturer the chance of selling duty-free to consider- 
ably more consumers than hitherto. Thereby the 
economic pre-requisite for specialising in produc- 
tion of a smaller number of articles will be created. 
Manufacturers in small EFTA countries will be 
faced with increased competition from manufac- 
turers in say Britain, who have already been able 
to build up a manufacturing capacity adequate for 
a market of 50 million people. A large market 
will indeed not only create the possibility of spe- 
cialisation, it will often make specialisation a ne- 
cessity. 

Specialisation automatically implies that large 
quantities of a single article must be distributed 
to customers in the greater part of the EFTA 
market. 

As the expansion of a distribution network 
takes considerably longer than the time taken by 
altering machine set-up from the manufacture of 
one article to another, many firms will be obliged 
to re-consider their distribution policy. In such 
circumstances, difficulties will naturally be con- 
siderable for smaller concerns, such as those with 
limited capital resources or without export ex- 
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perience. Moreover, as it is difficult or impossible 
to create an effective system of distribution of a 
single or a limited number of articles, it may fre- 
quently be necessary for a firm which is forced or 
deliberately chooses to specialise, to co-operate 
with other firms or make use of a merchanting 
firm. 


How swiftly must a firm react? 


Full freedom from tariffs within EFTA will not 
exist until 1970. A number of firms have therefore 
concluded that they need not worry about the 
effects of integration before the autumn of 1969. 
The experiences of The Six who began integration 
sooner and after a fairly long period of prepa- 
ration, indicate that the consequences of integra- 
tion are apparent sooner than one had dreamt of. 
Every firm must normally assume that every factor 
in its planning for the future is most unstable. 
Integration treaties radically alter the frame-work 
of certain parts of a firm’s planning by the creation 
of a ten-year programme for the abolition of tariffs 
and import restrictions. The reaction of firms to 
these new fixed points in their planning is to 
attribute great importance to these factors especial- 
ly. The consequences of integration assume an al- 
most disproportionate importance in planning. 
The result of this psychological fixation is quite 
naturally that the consequences of integration do 
occur earlier than anticipated. 


The fear of not getting there first 


Every firm has already assumed in its planning 
that their purchases or sales in the EFTA market 
will be subject to lower tariffs; they delay the 
delivery of their products or the purchase of their 
raw materials until after the date of the tariff 
reduction. Even a tariff reduction of 10 % will 
have retro-active consequences and alter a firm’s 
planning. Similarly, the fact that abolition of tar- 
iffs will take place by 1970 casts a deep shadow 
behind it. The most alert firms see it already; 
others have not yet begun to notice it. Many firms 
have already considered the possibility that maybe 
in 1965, when EFTA tariffs have been reduced by 
half, they will push their products in certain other 


EFTA countries, as by then the tariff position will 
be bearable. But certain factors which 
shorten the period of planning. A firm which 
contemplates invading the British market in 1965, 
must possibly begin-factory enlargements by 1963. 
Distribution arrangements must be made even 
somewhat earlier, possibly in 1962. Agents ap- 
pointed in 1962 must have something to handle, 
and therefore exports must be commenced to a 
certain extent even earlier. So far ahead must pre- 
parations be made, if it is desired to initiate the. 
large market operation in 1965. 

Meanwhile an element of commercial uncertain- 
ty affects planning. Possibly a competitor has 
drawn up approximately the same operation, but 
decided to begin the appointment of agents, rent 
premises and display windows already in 1961 — 
in other words a year earlier than our imaginary 
firm. In many cases it may be a considerable dis- 
advantage not to be the first. Poorer agents, poorer 
premises and poorer advertising value may destroy 
the prospects of a successful export offensive. 
Moreover, selling becomes far more expensive if 
a firm is struggling against an established com- 
petitor instead of having the field to itself for 
about a year. 

Reasoning along these lines by firms in the 
Community of the Six has resulted in a positive 
race between them to penetrate the newly opened 
markets. A similar reaction must be expected in 
EFTA on the part of many firms: the penalties 
for arriving later than a competitor are so great. 
This tendency increases the cost of invasion, inas- 
much as it will be necessary to export a not in- 
considerable volume of goods already during the 
period when most of the protective tariff is still 
in force. Nevertheless, this tariff handicap de- 
creases relatively quickly and the burden may be 
further lightened if the period of transition is 
reduced. The disadvantages of this increased tariff 
burden during an earlier operation can be balanced 
in an economic sense by reason of the reduction 
in marketing costs thanks to a smaller number of 
competitors. 

It would appear important that firms who feel 
that they wish or will be obliged to increase their 
exports to other EFTA countries should work out 
an estimate of the advantages and disadvantages 
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of making an earlier start than they had hitherto 
contemplated. : the 


The defensive in integration 


Many firms who are mentally on the defensive 
as regards the consequences of integration console 
themselves with the thought that it will be some 
time before they make themselves felt. Tariif re- 
ductions will be small and the period of transition 
long. There is a grave risk in approaching the 
problems with which a firm will be faced in so 
escapist a manner. If the more enterprising firms 
attack the problem as outlined in the preceding 
paragraph, the consequences of integration will 
make themselves felt earlier and more intensively 
than the time schedule of the agreement allows 
for. 

It may be difficult for a firm to discover the 
gradual undermining of its market position during 
a period of transition. The volume of output pos- 
sibly does not fall, but it is other firms, both 
domestic and foreign, which are catering for the 
increase in demand. If there is a domestic reces- 
sion in a particular industry, serious damage is 
done to the internal structure of that industry. No 
new engineers are trained for the particular in- 
dustry in question: the number of agents falls: it 
becomes difficult to find service personnel to tackle 
technical problems: raw materials have to be im- 
ported each time they are required, instead of be- 
ing obtained ex warehouse from a local wholesaler. 
Many are the risks which arise if the industry is 
reduced to a few firms: inasmuch as these by 
themselves do not form an adequate foundation 
for the other commercial organs which comprise 
the framework (infrastructure) of the industry. 

Firms in branches of industry which feel threat- 
ened by integration should therefore analyse their 
position with especial care and regularity if they 
do not wish unexpectedly to be faced with an 
insoluble problem. 


The problem of investment 


Many Swedish firms are still planning their 
investments in machinery on the basis of the 
Swedish market of 1959, one of 7,300,000 inhabi- 


tants, with tariff walls round both Sweden and 
other EFTA countries. Machinery obtained on 
these assumptions will still be perfect technically 
in 1970, when EFTA tariffs will have been 
abolished and the integrated market will be one 
of 90 million persons. The EFTA period of tran- 
sition is shorter than the lifetime of a normal piece 
of machinery. 

However, the pace of the development of inte- 
gration renders it necessary for a firm to determine 
its policy on a long-term basis. For what market 
and with what output should a firm be organised 
for the years 1965 and 1970? An engineering firm 
can certainly obtain additional machinery and ex- 
pand its premises, but a chemical industry has 
often to be reconstructed throughout if output is 
to be substantially increased. Important points for 
consideration include the following. Is it desirable 
to have easily convertible machinery capable of 
producing a wide variety of goods, or less flexible 
and cheaper machinery designed for the specialised 
production of a limited number of articles? Should 
one choose specialising within one’s own concern, 
which part shall be entrusted to sub-contractors? 
Would it be possible to release capital for the 
widening of the distribution net by avoiding fresh 
investment on production outfit and the employ- 
ment of sub-contractors instead? How much 
capital is required to build up a new system of 
distribution, make advertising material and arrange 
for warehousing abroad? 


The localisation problem 


On the occasion of each important decision to 
invest in machinery and buildings, the suitability 
of the locality for these new erections should be 
scrutinised. The EFTA division of the field of 
goods into agricultural goods which will not enjoy 
tariff reductions and industrial goods, which will 
do so, has drawn a line of division through the 
foodstuffs industry. For certain firms, it may be a 
dead loss not to transfer their production capacity 
to another EFTA country and merely to retain 
their distribution organisation in Sweden. 

Furthermore, the establishment of an assembly 
plant in another EFTA country may facilitate the 
penetration into that country of the firm’s own 
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products or the introduction of its trade mark 
during that part of the period of transition while 
tariff protection is still high. The main part of 
other EFTA countrie’s consumer potentiality lies 
to the west of Sweden, in Denmark, Norway and 
Britain. When tariff boundaries disappear, it will 
no longer be automatic for the economic centre 
of gravity to be in Stockholm or Central Sweden: 
it may well be placed as near the large EFTA 
customers as possible. Many persons consider that 
National Highway No. 2 (Norwegian frontier— 
Gothenburg—Hilsingborg in South Sweden) will 
be the new Swedish economic mainspring. 


Staff questions 


One consequence of EFTA is indisputable: far 
more firms and far more individuals will be deal- 
ing with matters of foreign trade. Some individual 
in each firm must be detailed forthwith to watch 
the integration problem, since alterations in the 
two agreements will be made and possibly changes 
in the structure of the market occur which may be 
of vital interest to the future of the firm. 

Integration faces society, industry and firms 
themselves with new educational problems: the 


whole atmosphere must be internationalised from 
a commercial point of view. Knowledge of foreign 
languages must be improved. Correspondents must 
be sharpened up, sales personnel must be trained 
for duties abroad. Technicians must study and 
bear in mind the various special regulations in 
each country. Managements must widen their 
creative power and knowledge of market analysis 
to cover the whole of EFTA. 

Planning on the part of a firm, whether it is 
done in the brain of the head alone or in large’ 
planning sections, must be done flexibly and con- 
tinually, so that the possible consequences of the 
expected alterations in the shape and size of the 
market can be observed. 

EFTA already creates such problems for firms, 
that the central organisation itself calls for ex- 
amination. More advanced firms feel the need to 
follow development within the EEC, and to form 
an opinion as to the probability of a union be- 
tween The Six and EFTA. Alternative plans are 
needed both for dealing with various possible dates 
for the creation of an all-European market and 
for the various forms it might take. But this is 
another and yet more difficult problem. 
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HOUSE-—BUILDING IN THE 1950s 


BY ALF JOHANSSON 


House-building in the national budget 


From the end of the 1940s to the end of the 
1950s, housing production, reckoned in the number 
of dwellings, increased in Sweden by nearly 70 per 
cent. If one counts the number of room-units (room 
or kitchen) instead of the number of dwellings — 
which, from the point of view of production sta- 
tistics, is more reasonable — then the increase for 
the period 1949—1959 becomes around 80 per cent. 
If, moreover, consideration is made for some in- 
crease in the average size of rooms, and for the im- 
provement in the equipment of the individual 
dwellings and the equipment belonging to the 
block of dwellings as a whole which came about 
during this decade, it can be estimated that, 
altogether, the volume of house-building, measured 
by technical standards, has been practically doubled 
during the last ten years. 

When it is a question of a branch of production 
which is exposed to strong changes from year to 
year, which has been the case with house-building 
also during the postwar period, comparisons be- 
tween separate years are, however, risky. For pur- 
poses of comparison, 1959, it is true, bears signs 
of a fairly stabilised production, but this is not the 
case with the year 1949, when house-building was 
severely restricted, and had the symptoms of dis- 
organizing effects through shortage of materials 
and the attempts to transfer labour from’ the build- 
ing industry to the export industries. A fairer pic- 
ture of the last 10 years’ development is obtained 
if one compares the situation now with conditions 
during an earlier sequence of years which includes 
high as well as low production figures, which is 
the case for the period 1946—1949. Compared 
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with the average for these years, an increase of a 
good 35 per cent in the number of completed 
dwellings had taken place by 1959, and an increase 
in the number of room-units of 47 per cent. If the 
changes in the size of rooms and in equipment are 
taken into consideration here as well, the all- 
round increase in volume can be estimated at 60 
per cent at least. 

According to calculations from the Swedish In- 
stitute of Economic Research, the gross national 
product in fixed prices for the same period, from 
the 1946/48 average to 1959, has increased by 
scarcely 50 per cent. Thus it will appear as if the 
growth in the volume of house-building was greater 
than the growth in the combined production of 
goods and services. 

The calculations rendered by the Swedish In- 
stitute of Economic Research concerning invest- 
ments in houses (excluding maintenance), reck- 
oned in fixed prices, show, however, a considerably 
lower increase-figure for the period, that is to say, 
scarcely 40 per cent. That share of the gross nation- 
al product for which investment in the new build- 
ing of houses is responsible sank, from 5.3 per cent 
for the years mentioned during the latter part of 
the 40s to 4.8 per cent in 1959. With all reservation 
for the fact that the statistical foundation for the 
calculations can have its weaknesses, one would 
probably be right in interpreting the considerable 
difference between an increase in volume of a 
good 60 per cent and an increase in investments in 
fixed prices of scarcely 40 per cent, as an expres- 
sion of the improvement in productivity which oc- 
curred within house-building during the last dec- 
ade. 

That such an improvement has come about ap- 
pears all the clearer if a similar comparison is 
made between the volume of house-building and 
the investments in fixed prices within the new 
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building of dwellings for the previous decade, 
which included the war years and the first post- 
war years. From 1938/39 to 1946/49 the number 
of completed room-units increased on the average 
by only 1 per cent. The figures of the Swedish 
Institute of Economic Research for investment in 
dwellings, excluding maintenance, divided by the 
index of building costs, gives an increase of 35 per 
cent. Now, however, during this period, and es- 
pecially during the years about the middle of the 
40s, there appeared a very considerable increase in 
the standard, which found expression in different 
ways in different places. For example, in Stockholm 
the average room-area increased appreciably, in 
Gothenburg they went over from building wood 
houses to houses built in stone, the wood slabs 
were given up generally and replaced by concrete 
slabs; the greatest change, however, prevailed in the 
country and the smaller and medium-sized areas, 
growing rapidly, where during the 30s the equip- 
ment of dwellings was still fairly primitive but 
where during the war years a break-through took 
place for modern equipment with bathrooms, well- 
equipped kitchens, and so on. To calculate exactly 
what these changes in the quality of the newly 
produced stock of dwellings meant, expressed in 
building costs, proves very difficult. An estimation 
of about 20 per cent seems reasonable. That the 
difference of nearly 35 per cent in the figures of 
growth for the number of room-units and for in- 
vestment in dwellings at fixed prices, respectively, 
could be completely covered by standard changes 
is, however, not credible. 

It thus seems probable that productivity within 
house-building went backwards somewhat during 
the war years and the first postwar years. Research 
within ECE some years after the war indicated a 
very great decrease in productivity within the 
building industry in Europe since the prewar 
period, this being only natural in view of the total 
stop in building for civil purposes in most countries 
during the war years and the general disorganiza- 
tion in production and on the labour market. Here 
in Sweden, where the crisis in house-building dur- 
ing the first year of the war was quickly overcome 
and measures with the aim of directly furthering 
productivity were successfully carried out besides, 
mainly in the question of seasonal adjustments, the 


development was less unfavourable than in almost 
every other European country. But the breakdown 
in house-building during the first war years, the 
lack of materials during the period immediately 
after the war, and the severe regulations to which 
house-building became exposed during the “stabi- 
lising policy” years had an unavoidably repressive 
effect and to a certain degree a diminishing one 
also on the development of productivity during 
the 40s. 

Against this background, the house-building 
market for the last decade — after the year 1951, 
when the Korean crisis brought its particular com- 
plications — offers the picture of a development 
moving markedly upwards. The stabilising of busi- 
ness organization, the mechanizing of work on 
the building-sites through mechanical aids of dif- 
ferent types, the industrial manufacturing of build- 
ing elements, and so on, has to a large degree 
changed the structure of house-building and work 
methods during the decade just gone by. Herein 
lies the essential explanation of the fact that the 
production results of house-building since the latter 
part of the 40s have increased: by a good 50 per 
cent more strongly than the investment that has 
been carried out in new dwellings. Within the 
framework of a decreased share of the gross nation- 
al product, the volume of house-building has in- 
creased more than production as a whole. 


Houses in the investment budget 


In the discussion about the position of house- 
building within the Swedish economy it has often 
been pointed out — usually from the side of those 
who had protests to make against the. restrictive 
building policy which was carried out during cer- 
tain phases of the postwar period — that the 
share of building investment in the total investment 
budget was reduced considerably, from around 30 
per cent during the years directly before and di- 
rectly after the war to a little over 20 per cent 
during the following years. The figures refer to 
gross investments in dwellings, thus including re- 
pairs and maintenance. If one only looks at the 
new building of houses, one finds that the share 
devoted to houses of the total gross investment 
during the years immediately after the war was 
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23 to 25 per cent. The corresponding figure for 
the years immediately preceding the war was 22 
per cent. These later percentages lie probably some- 
what above the average which prevailed during 
the preceding decades (for both relate to marked 
boom years in house-building) but probably not 
much more. With the cutting down in house- 
building that was carried out by the authorities 
in 1948, the share was reduced to 15 or 16 per 
cent and after that right on up to recent years it 
has lain at that relative level. Thus it can be 
stated that house-building in the 1950s had its 
part of the volume of investments in Sweden re- 
duced by a quarter or more in relationship to what 
was the case in the mid-40s, down to a level which 
is probably lower than that which prevailed during 
earlier decades. 

However, after the drastic cutting down in 1948, 
the development of investments in dwellings has to 
a large degree followed the general growth in the 
volume of investment. When this has been very 
strong, investments in dwellings have also steadily 
increased in volume with only occasional breaks, 
to which has been added technical development, 
which gave increasing results in the form of 
housing-area and equipment, for the investments. 
Roughly it can be said that the share of invest- 
ments which at the end of the 40s and the be- 

ginning of the 50s was quite insufficient in rela- 
tion to the growing need for dwellings, due to 
which the shortage of houses was sharpened and 
maintained for a long sequence of years, has now 
become sufficient to allow a definite easing-off of 
the housing shortage. 


Mechanization and industrialization within 
house-building 


The lowest level of house-building during the 
postwar period, measured by the number of com- 
pleted dwellings as well as by the share of invest- 
ments, was reached during the first years of the 
decade just gone by. In 1951, the production of 
dwellings was less than 40,000, and in 1952, invest- 
ments in new dwellings were only something over 
14 per cent of the total gross investment. This 
critical situation was dependent mostly on the 
shortage of labour within the building trade. The 


restrictive building policy of the preceding years 
had reduced the work force, and to this there was 
added keen competition for labour during the 
inflationary export drive of 1951. It cannot be 
doubted that this situation and the drawbacks that 
thereby came into existence on the building market 
had a liberating effect on the heavy mechanization 
which took place within the house-building in- 
dustry in the following years and which was alsc 
encouraged by a state fund for loans for the ob- 
taining of bigger construction machines. 

The following details may serve as an example 
of the spread of mechanical aids on building sites 
during the 1950s. At the end of 1950, there were 
to be found in use on Sweden’s building sites about 
a score of track-bound tower-cranes; at the end of 
1959, the number had risen to 374. In 1952, there 
were 10 stationary tower-cranes, in 1959, 400. Steel 
lifts with reversible winches went up from 85 in 
1953 to 2,100 in 1959. Other aids and technical 
methods of different types have also contributed to 
reducing the relative need for labour and thereby 
made possible an expansion in the volume of 
building in a market of full or overfull employment, 
due to the increased productivity of each worker. 

Mechanization saves labour on the working sites 
directly, but also opens wider possibilities for trans- 
fering the work from the building-sites to factory 
manufacture of building components in stationary 
establishments or field-factories. For a long time 
now lighter building components, such as doors 
and windows, have been made in the factories, but 
with the aid of cranes and stable lifts on buildings, 
heavy elements such as wall- and flooring-elements, 
stairways, entire bathrooms, and so on, can also be 
made in the factories and erected later. A big step 
has undoubtedly been taken during the 50s to- 
wards even more industrialization of the building 
trade. It is possible to say that the development in 
Sweden in these respects previously lay behind that 
of the most advanced countries, but that progress 
during the last decade was very rapid. One side of 
this development and to a certain extent a prere- 
quisite for it is the tendency for both business 
firms and projects to get bigger and bigger. Of 
dwellings in multi-family houses under construc- 
tion, according to a survey carried out in the 
Autumn of 1946, 36 per cent were in houses with 
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more than 50 dwellings; the corresponding figure 
for Autumn 1958 was 62 per cent. 


House-building and the labour market 


Those calculations that have been made on the 
labour-saving effects of mechanization and in- 
dustriali8ation within the building industry give 
somewhat diverging evidence. Careful measurings 
must from practical reasons be limited to certain 
examined objects, and the results cannot be gener- 
alized. More general comparisons between the 
number of workers and production going on or 
completed are influenced by circumstances of a 
seasonal or other nature. It is on the whole de- 
sirable that questions about productivity in this 
area of production should be devoted to statistical 
analysis to a higher degree than has hitherto been 
the case. 

But all calculations of the effect of the technical 
changes within the building trade as regards la- 
bour-saving agree that the effect has been most 
considerable during the decade just gone. One of 
the biggest municipally-owned businesses in Sweden 
has rendered a lowering of the work time in hours 
per m® building-volume in its building projects of 
more than 50 per cent within a period of 8 years. 
The Swedish Contractor-Builder Association has 
presented statistics on the relationship between the 
turnover and the number of annual workers which, 
converted into fixed prices, shows an increase in 
the turnover per annual worker of 80 per cent 
from 1950 to 1958. The statistics regarding the 
number of workers employed on multi-family 
buildings indicate that from 1950 to 1958 the 
number of workers per dwelling went down by 30 
per cent, and the number of workers per 100 m* 
dwelling-space went down by 40 per cent. Now 
none of these calculation results give any safe 
gauge on how the relationship between work con- 
tribution on the buildings and production results 
developed, but the strength of the evidence places 
it beyond all doubt that the saving of labour per 
product-unit was great, probably by many tens per 
cent. 

An increase in housing production to the extent 
that took place in the 1950s should, with an un- 
changed usage of labour per dwelling or m? of 


dwelling-space, have laid claim to an increase in © 
the work-force within house-building of 20,000 to 
30,000 men. It can without hesitation be claimed 
that this, with the given economic and political 
conditions, would have met with insuperable diffi- 
culties. The competition for labour on the general 
market, but above all from other branches of the 
building and construction trade, would have been 
prohibitive. In spite of restrictions of different 
kinds, these latter have in actual fact increased 
their investments at current prices to a higher 
degree than the new-building of houses during the 
1950s. The investments, excluding maintenance, for 
houses amounted to 42 per cent of the total in- 
vestments in building and construction in 1949, 
and in 1959 only 36 per cent. To the most rapidly 
expanding positions in the building and construc- 
tion budget have belonged work on roads and 
streets, water- and sewerage-systems and other 
things, which can be looked upon as basic in- 
vestments for house-building or complements to 
houses in the growing town-communities. It has 
thus not been merely a question of competition 
between different objectives concerning the use of 
accessible building resources, but also of a neces- 
sary balance between different parts of a com- 


_ munity’s building programme. It was all the more 


urgent from the point of view of house-building 
that the increase of house production was able to 
come about without such claims on the collected 
resources as would have limited more seriously 
than actually happened other investment activity 
important for the expanding communities. 

The regulating of house-building with the help 
of physical or financial controls has been, during 
the postwar period, one of the most important 
instruments of labour-market policy. The general 
situation of the labour market and house-building 
have stood in a strong and mutually dependent 
relationship. In, as far as house-building was con- 
cerned, a negative way, this was especially pro- 
nounced during the years 1947—48, the years of 
the export drive, and in 1951, at the peak of the 
Korean crisis. The mutual dependence has worked 
in .a positive way for house-building, especially 
during the recession of 1958, when the expansion 
of house-building, which gave the high production 
results of the past years, very actively contributed 
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to keeping down the unemployment figures. During 
present years, under the pressure of a new boom 
period, the commencement of new house-building 
has been somewhat reduced. 

In the long run, more essential than occasional 
fluctuations of this sort, however, is the fact that, 
thanks to the technical development within house- 
building during the last decade, through mechani- 
zation and other advances in technical production, 
it became possible, in competition with other 
branches of investment, to increase the production 
of houses to a far higher degree than the claims 
upon the labour force for this purpose. 


Building costs and rents 


The index of building costs for the production 
of houses has risen by 50 per cent during the 
1950s. For the general cost of living practically 
the same increase figure is recorded, for wholesale 
prices one slightly lower. On the whole, the po- 
sition of building costs within the general price- 
structure has been remarkably constant. ‘The same 
relationship otherwise obtains to a large extent for 
the entire war and after-war period. From 1938 
to 1950, the increase figures for the general cost 
of living and for building costs are exactly the 
same, while the increase for wholesale prices shows 
a somewhat higher figure. 

It may be worthwhile to state this for the 
reason that this relationship to a marked extent 
deviates from what was the case during earlier 
phases of development, and also from what pre- 
vailed in numerous other countries in the last 
decades. During the period 1914—1938, building 
costs rose essentially more heavily than the cost of 
living as well as wholesale prices; the cause for 
this would seem to have been above all that 
monopolistic tendencies to an exceptionally great 
extent made themselves felt on those markets where 
building costs are high. The comparatively favour- 
able development of the index of building costs in 
Sweden, which is apparent from international 
comparisons, has no doubt a connection, among 
other things, with the fact that, as was mentioned 
previously, the crisis in house-building during the 
war was quickly overcome, because of which the 
destructive effects on house-building became more 


limited than in most other countries; and also a 
connection with the seasonal adjustment that was 
carried out during the war and postwar periods. 

Of the increase in building costs during the 
1950s, the chief part occurred during the Korea 
crisis. From the middle of 1950 to the middle of 
1952, building costs rose by 40 per cent, which was 
far more than the increase in the general cost of 
living that took place at the same time. The critical 
situation for the housing- and building-markets 
that thereby arose was met with temporary capital 
subsidies, which after some years were gradually 
abolished, through which the changeover to a 
higher level of rents was carried out more evenly. 

The rents on houses built this year (1960) are at 
a level which is about 65 per cent higher than that 
for houses built in 1950. This is a not inconsider- 
ably sharper rise than in the consumer price level 
as a whole, but less than the simultaneous increase 
in the wage level. 

The raising of rents on new-built houses during 
the 1950s, which to a large extent occurred during 
the latter part of the decade, is greater than that 
which was carried out within the framework of 
the rent regulations on earlier-built houses; in the 
older stock of houses (built before 1942), the 
raising of rents allowed since 1950 amounts to 
around 40 per cent, to less on houses built later. 
Because of this there has arisen in later years an 
appreciable diversity of rent levels, that is to say, 
different rent-levels for equivalent dwellings in 
houses built in different years. It must however be 
emphasized that this diversity in Sweden is rela- 
tively slight compared with most other countries, 
even our nearest neighbours. 

This fact that the rent-level on new houses rose 
more than the general cost of living, in spite of 
the building costs index for the decade as a whole 
having increased in exactly the same degree as the 
consumer price index, naturally depends on the 
raising of the interest level. The capital costs on 


state-financed houses — these include somewhere 
around 95 per cent of all dwellings in the produc- 
tion of recent years — are protected against pos- 


sible occasional variations in the interest rate on 
the open market through the so-called interest 
guarantee, but have during recent years been raised 
from the previously prevailing 3.75 per cent to the 
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present 4.6 per cent. To a large extent, two-thirds 
of the raising of rents (on new houses) can be 
ascribed to the rise in building and running costs, 
one-third to the raised interest rate on housing 
loans. 

One would have reason here to put the ques- 
tion of to what extent the technical development 
within house-building, which has been referred to 
earlier, influenced rents. Heavy mechanization and 
labour-saving should also reasonably mean ration- 
alization in the sense that the product becomes 
cheaper for the consumer in relation to what the 
index of building costs and the development of the 
rate of interest requires. If one does comparative 
rent calculations for a normal dwelling (in a 
medium dear district) at the beginning of the 
1950s and at their end, one finds, however, that 
the increase of rent per m?, which appears as the 
result of changes in the index of building and 
running costs together with a raised interest rate, 
approximates much nearer to the increase which, 
according to accessible rent statistics, actually took 
place. 

But here, however, no account has been taken 
of the improvement in the standard of equipment 
which came about in the past decade and which 
can be estimated at around 10 per cent, reckoned 
by the building cost. It would thus appear as if 
the rationalization which came about was trans- 
formed into higher standards of equipment, such 
as more spacious chilled storing-space, better bath- 
room equipment, and so on. One has the impres- 
sion that builders and contractors compete more 
readily with better standards than with reduced 
prices. This is a tendency which is certainly not 
only to be found on the housing and building 
markets. 

In all likelihood, there is every reason to treat 
the question of the development of productivity 
within house-building in the following way as well. 
The new methods in the production technique of 
house-building are still rather fresh, characterized 
by experiment; the profitability of the investments 
in building machines, factory constructions for 
production of building elements still not properly 
tested; familiarity with the new methods on the 
part of contractor, foreman, and worker still not 
completely stabilised. It takes time before the ad- 


vantages to productivity which may lie in the new 
methods can be fully released. If the case is so, 
one would have reason to depend on the following 
years being able to yield more manifest economic 
evidence of the technical development than has 
hitherto been seen in the formation of rents. 


Rebuilding of towns 


During the 1950s, in the whole of Sweden more 
than 550,000 dwellings have been built. If in this 
are included those dwellings which were built from 
the end of the war up till the beginning of the 50s, 
together with those dwellings which can be reck- 
oned on being finished this year, a total of about 
850,000 new dwellings built since the war is 
reached. As an estimate, 2.5 million people live in 
these, or one-third of the population. The ma- 
jority of the houses, more than 80 per cent, have 
been built in towns or communities with developed 
areas. About 40 per cent of the population of these 
areas live now in dwellings which were built after 
the war. There are medium-sized towns where 
this percentage figure is substantially higher; for 
example, Vasteras has now 55 per cent of its 
population housed in houses built after the war. 

In spite of this considerable enlargement in the 
stock of houses in the towns, the pressure on the 
housing market is still great, especially in the largest 
towns. Without any further discussion of the de- 
velopment of the decisive factors for demand on 
the house markets of towns, 1.e., migration from 
country to town plus immigration, decreased death- 
rate, younger marrying age, increase in independ- 
ent householding on the part of sections of the 
population formerly dependent on others for lodg- 
ings and so on, it can be said that the production 
of houses, especially during the years from 1948— 
1953, was far from sufficient to cover the increase 
in demand. For the first time in the last three years 
has production reached a level which answers to 
earlier prognoses concerning the production neces- 
sary for a reducing of the shortage and with that 
a marked easing of the situation has also appeared; 
however, up to now it is only slight in the biggest 
towns, where the shortage has become more and 
more concentrated. : 

Under these conditions, the possibilities have 
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been limited of renewing the older parts of towns — 


and adapting them to the present desire for dwel- 
lings equipped in the modern way, for commercial 
and other service in the city areas and so on, and 
not least for traffic space for the violently in- 
creasing number of cars. These desires have how- 
ever prevailed with such force that, despite the 
remaining housing shortage, the tendency of 
house-building to an increasing extent towards the 
renewing of older parts of towns, became one of 
the most characteristic traits in the development 
of house-production in the 1950s, especially in the 
decade’s later years. Another factor that has also 
undoubtedly contributed to this attitude is a grow- 
ing realization on the part of men in local govern- 
ment, town planners, building entrepreneurs, and 
representatives of authorities and credit-institu- 
tions, that there is a risk that the balance in town- 
development can be upset if excessive expansion 
with multi-family houses is continued in the out- 
skirts of towns, whilst under-exploited sections 
with out-of-date houses within the town are left 
untouched. 

During the years at the end of the 1940 period 
when the building restrictions were, for invest- 
ment policy reasons, at their most severe, and 
when the housing shortage and limited possibilities 
for building forced a concentration of the re- 
sources upon a production which gave the greatest 
possible net contribution of houses, the renewing 
of the older town-houses through demolition and 
new-building was very slight. During the course of 
the 1950s, a gradual increase has taken place. In 
1958, in the towns, six times as many dwellings 
have been demolished as during the last years of 
the 1940 period. 

Relatively speaking, this rebuilding has been felt 
to the largest extent in the medium-size towns, 
where in many places the transformation of older 
sections of the town reached a considerable scope 
in recent years. In towns with between 20,000 and 
100,000 inhabitants, the absolute number of de- 
molished and rebuilt dwellings in 1958 was about 
5 times as great as during the boom period before 
the war. If the fact is taken into consideration 
that this group of towns has received many new 
members in the last two decades, one can reckon 
with between a doubling and a tripling. In respect 


of smaller towns, the percentage of demolitions 
has also risen considerably in recent years, though 
not to the same degree as in the medium-size 
towns. 

As a consequence of the low degree of ex- 
ploitation which characterizes the older sections of 
numerous small and medium-size towns in Sweden, 
which naturally is a favourable precondition for the 
modernisation of towns, the demolition of old 
houses and new-building in reconstruction areas 
comes to mean as a rule an appreciable net contri- 
bution to dwellings in central districts, and besides 
this the contribution of premises for commercial 
and other purposes. These circumstances have im- 
plied during the last years of the 1950 period that 
around 30 per cent of total new dwellings in the 
towns (except for the three largest) came into 
existence on those inner areas previously built on 
but laid clear. Reconstruction production has thus 
come to be a truly considerable part of the house- 
production of the late 1950s. 


House-building in the future 


Three long-term investigations have dealt with 
and given recommendations concerning the extent 
and place of house-building in the investment and 
the national budget. The first was immediately oc- 
casioned by Sweden’s participation in the Marshall 
Organisation, and its principal goal aimed at an 
increase in exports, and at restoring the balance 
in foreign trade. For this purpose a low produc- 
tion in house-building was counted on; the cut- 
down had in actual fact been accomplished even 
before the investigation’s plan was put forward. 
This was a hard command for housing, but the 
true development, however, in the following years 
— in spite of a sharply rising volume of investment 
— nevertheless even fell considerably short of the 
plan, which must most of all be ascribed to the 
effects of the Korean inflation. The second long- 
term investigation, which covered the period 1950 
—1955, forecast an important increase in housing 
production. Such indeed came about after the bot- 
tom year of 1951, but for the period as a whole, 
house-building was considerably lower than what 
the plan anticipated. 

The third long-term investigation, which dealt 
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with the period 1956—65, gave, on the ground- 
work of a prognosis worked out by the Swedish 
National Housing Board, the recommendation for 
a housing programme involving 65,000 dwellings 
a year on average for a ten year period. In con- 
trast to what was the case for the two earlier plans, 
this last has up to now been achieved as far as the 
absolute size of house-building is concerned. De- 
spite a certain deficit during the first year, as far 
as one can now see the period’s first half has 
yielded as a result exactly half of the ten-year 
programme’s 650,000 dwellings. (This presupposes 
that this year’s production will come to something 
over 70,000 dwellings, which seems possible. ) 

Investigations that have been conducted during 
recent years, and are at present being conducted, 
by the Swedish Industrial Institute for Economic 
and Social Research and the house-building com- 
mittee now in session indicate that the demand- 
forecasts, upon which the third long-term in- 
vestigation based its recommendations, contain a 
certain underestimation of the growth of demand, 
as it has developed in recent years. The factors 
which above all account for discrepancies between 
prejudged and actual development up to now are 
the death-rate and immigration, which have both 
developed in a way which gives cause for a higher 
estimation of the increase. The present level of 
70,000 dwellings seems, against this background, 
very necessary for the present. 

Preliminary calculations which now exist of the 
probable growth in the stock of homes in the 
coming 10 years point to an annual average in- 


crease which in absolute terms is about the same 
as hitherto during the postwar period; in this con- 
nection, the swelling of the younger, family-forming 
age-groups, a result of the years of heavy birth-rates 
at the beginning of the 1940s is naturally of es- 
pecial importance. 

Thus there is reason to count on a continued 
high level for house-building for a long time to 
come. The desire for a more rapid easing of the 
shortage and an increased tempo in the re- 
construction of towns can very well cause a further 
raising of the level during the coming years. De- 
spite the considerable growth which came about 
during the latter part of the 1950 period, the scope 
of reconstruction must still, however, be judged 
as slight seen against the background of the con- 
tinuing existence of very many out-of-date houses 
and out-of-date town sections, which should have 
great difficulty in maintaining themselves on the 
housing market of the future. 

The further increase in the scope of house-build- 
ing, counted in the number of dwellings, which 
may be necessitated, will, however, hardly be com- 
parable to the increase that took place during the 
1950s, when the development went from a level 
of 45,000 dwellings during the years 1950---1953 
on average to a level of 70,000 now. It is therefore 
most probable that the claims on the labour and 
capital markets in a continued expansive national 
economy with regard to housing production will 
be comparatively subdued; for this very reason, 
they should be able to be satisfied the more easily. 
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THE ECONOMIC SITUATION 


The industrialized countries of the world are at 
present right at the top of an economic boom. 
The United States has been in that position ever 
since June, 1959, except for a minor recession 
during the steel strike in the autumn of that year. 
However, many signs now indicate growing dif- 
ficulties in maintaining the boom conditions in that 
country. In the United Kingdom, too, demand has 
fallen off and the rise in production has, on the 
whole, slowed down. In the West European coun- 
tries, on the other hand, the expansion of demand 
within The Six is apparently continuing unabated, 
while an increasing number of industries are ap- 
proaching the limit of their capacity, primarily 
owing to a shortage of labour. 

In Sweden the economic trend has mainly fol- 
lowed the British pattern, an element of surplus 
demand being in evidence in certain sectors. The 
slowing-down of the rise in production that has 
become noticeable in several industries since the 
end of the second quarter is, however, in many 
‘cases due to the slow growth of demand for 
Swedish products. A contributory factor may be 
the competition offered by American and other 
non-European countries whose industries are highly 
competitive and have a great capacity. To some 
extent, however, there has been some slowing-down 
of activity — especially in house-building and con- 
struction — owing to the measures that have been 
taken by the Government to prevent over-em- 
ployment and to postpone this potential demand 
until such time as the economic position becomes 
less strained. Measures of both a monetary and a 
fiscal nature, and also direct intervention, have 
been resorted to during the recent boom. It is as 
yet too early to assess the results of the restrictive 
policy that has been pursued. At the same time it 
may be pointed out that the policy that caused the 
Swedish economy to be affected less by the recent 
recession than that of most other countries has 
also had as its consequence that the economic up- 


swing in Sweden has shown far smaller produc- 
tion results than in other West-European countries, 
during both the preceding and the most recent 
boom as well as throughout the entire period of 


1953—1960. 


The international economic situation 


During the post-war period the United States 
has so far experienced three recessions, viz., in 
1948/49, 1953/54 and 1957/58. They have been 
far milder than the depressions that took place 
during the period between the wars. However, the 
compass of the business cycle was then, as now, 
determined by the instability that characterized 
investment activities. Above all, stock fluctuations 
have influenced the growth of production; but 
investments in fixed assets have also tended to be 
forced up in times of economic prosperity and kept 
back in periods of recession. The exception to this 
development has, in the post-war period, been 
house-building, which — with the aid of measures 


-of economic policy — has been stimulated at the 


same time as depressive tendencies have begun to 
make themselves felt within the rest of the eco- 
nomy. 

The present economic upswing started at a low 
level in April, 1958, and reached its peak fourteen 
months later in June, 1959. Expectations of a steel 
strike contributed to heavy stock-piling and a rapid 
increase in production during the first half of 
1959. The steel strike, which lasted from July to 
November, 1959, was also the main cause of a 
marked depletion of stocks and a relatively heavy 
fall in production in the second half of 1959. After 
the strike, however, the earlier peak was rapidly 
regained and during the first quarter of 1960 the 
gross national product exceeded the value of 
$ 500,000 million for the first time ever. The 
replenishment of stocks after the strike was, during 
the first quarter, as strong as the accumulation of 


134 SKANDINAVISKA BANKEN 


stocks before the strike. During the second quarter, 
however, investments in stocks fell to a more 
normal level. This was enough to force down the 
production of steel. In spite of some rise in the 
production of other industries, the result was that 
as from February this year total industrial produc- 
tion has been slightly smaller than in January. The 
sharp increase in the gross national product was 
also interrupted during the second quarter, though 
without any appreciable decline setting in. 

A number of other factors also indicate that the 
boom had come to an end. Industry’s investments 
in fixed capital, which rose sharply up to the first 
quarter of 1960, increased but slightly after that 
and are expected to show no more than a 2 per 
cent rise during the second half of the year. House- 
building declined by about 10 per cent between 
the second quarter of 1959 and the same period 
of 1960, partly as a consequence of the Govern- 
ment’s economic measures, but it is still 25 per 
cent above the 1957 level. The number of housing 
starts indicates neither a continued fall nor a new 
rise. Applications for government subsidies for the 
building of owner-occupied homes are, however, 
pouring in. The current economic expansion is, 
in fact, highly dependent upon the direction and 
growth of private consumption. Disposable person- 
al incomes rose rapidly after the steel strike, yet 
they were nevertheless only 5 per cent higher at 
the end of the first six months of 1960 than they 
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had been a year earlier. Private consumption has 
likewise gone up 5 per cent, though nearly half of 
that percentage has been absorbed by increases in 
prices. The propensity to save (by individuals) has 
been on the rise during the past three quarters, 
and this has mainly hit the consumption of durable 
consumer goods, which during the past year have 
undergone no change in value. Consumer credits, 
on the other hand, have continued to rise during 
1960. One of the more expansive factors in the 
American economy so far this year has been ex- 
ports. In the first half of 1960 they were about 20) 
per cent higher than a year earlier. At the same 
time, imports showed only a 4 per cent increase. 
Indeed, it is thanks to this development that the 
essential basis has been obtained for an improve- 
ment in the American balance of payments on 
current account. 
When a comparison is made between the situa- 
tion in the United States in 1957 and 1960 we find 
certain similarities. During these two comparative 
periods stockpiling diminished, investments in fixed 
capital increased at an ever slower pace and in- 
vestment plans were gradually revised downwards, 
the consumption of durable goods was stabilized 
but not expanding, and industrial production like- 
wise showed no change for a lengthy period. 
Housing production also remained more or less 
unchanged in those two years. In 1960, however, 
it has been 25 per cent higher than in 1957. But, 
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in contrast to 1957, exports have been rising during 
1960 whereas imports have shown only a gradual 
increase in both these years. Unemployment in 
1960 has been at a higher level than in 1957, and 
during the late summer of 1960, as in 1957, some 
tendency towards an increase has been observable. 
If we compare the economic policy pursued, we 
find that fiscal policy has had a restrictive effect 
in both years. This has resulted in there having 
been a far shorter supply of money at the end of 
the second quarter in 1960 than a year previously. 
Credit policy, on the other hand, has steadily be- 
come easier in 1960, accompanied by reductions 
in the discount rate — the first in June —, lower 
reserve requirements and greater credit facilities. 
In contrast to this, credit policy in 1957 was 
tightened up well into the initial phase of the 
recession. 

The latest economic upswing started — in the 
main — later in Western Europe than in the 
United States, but it has been more pronounced 
and in several countries more constant than in the 
U.S.A. A further point to be noted is that the 
most recent recession had a far milder effect on 
Western Europe than on the United States. Ac- 
cordingly, the development over the past three 
years, which cover both the recession and the 
subsequent upswing, has clearly been more favour- 
able in Western Europe than in the United States. 
Thus, since 1957 industrial production in the West 
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European OEEC countries has gone up, on an 
average, 18 per cent as against only 9 per cent in 
the United States. However, there are also coun- 
tries in Western Europe which show an entirely 
different trend in production, as will be seen from 


the following table: 
The rise in industrial pro- 
duction as a percentage 


1953—1957. 1957—19602 
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Production during the past three years has 
developed far more slowly in Sweden than in the 
other countries of Western Europe, with the ex- 
ception of Belgium-Luxembourg. The production 
of the other EFTA countries has also progressed 
at a slower rate than that of The Six. Moreover, 
if we compare — from a more long-term point of 
view — the two latest economic waves from the 
preceding peak in 1953 to the present one in 1960, 
the rise in Swedish production appears to be small; 
in actual fact, no West European country has 
recorded a smaller increase. Viewed over this 
longer-term period, the rise in production registered 
by The Six proves to be even more rapid than in 
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the EFTA countries. Apart from Belgium-Luxem- 
bourg, production among the member-countries of 
The Six increased approximately twice as rapidly 
as in the EFTA countries from 1953 to 1957 and 
about 1 1/2 times as rapidly during the period 
1957—60. In fact, however, this development also 
implies that in recent years the EFTA countries 
have not lagged behind as much as had been the 
case earlier. Nevertheless, the possibilities of ex- 
pansion appear at present to be exhausted in a 
higher degree in the EFTA countries, primarily 
the United Kingdom and Sweden, than in The 
Six, whose production is still increasing, though 
at a slackening pace. 

The difference in the rate of expansion within 
the countries also affects their current import 
propensity. Insofar as these countries are buyers 
of Swedish export goods, this is also a matter of 
significance for Sweden’s economic situation. The 
following table shows how total imports to certain 
countries and groups of countries during the 
second half of 1959 and the first half of 1960 have 
increased in comparison with the same period a 
year earlier, and also how Swedish exports to them 
have gone up during the same twelve months. 


Percentage change 
second half-year _ first half-year 


1958—59 1959—60 
Imports to in total ene in total oar, 
imports “Sweden! Imports “Sweden! 
Wnited States <<. ve.nies +17 +42 +5 + 5 
United Kingdom ......... +7 — 1 +18 +28 
phe Sicees Fes eae eee +11 4+ 5 +27 +23 
Other countries (excl. 
Weert cuneate rari ae + 8 + 3 +142 +12 
All countries (excl. Sweden) + 9 + 5 +192 +17 


1 Swedish exports f.o.b. — 2 Ist qtr. 1959—Ist qtr. 1960. 


As early as in the first half of 1960 the slowing- 
down of business activity in the United States 
tended to retard the rise in imports. In Western 
Europe and elsewhere, on the other hand, imports 
rose more rapidly, those to The Six showing the 
biggest increase —- a large proportion thereof 
representing trade between the member countries. 
During the autumn of 1959 Swedish exports 
showed a distinctly slower expansion than did 
world trade. Only in the United States could 
Swedish exports increase their share of the market. 
During the first half of 1960, however, the growth 


of Sweden’s exports has, on the whole, kept pace 
with the buyer countries’ total imports. 

The current tendencies shown by the develop- 
ment of imports since the middle of the year are, 
however, somewhat different from those prevailing 
in the first half-year. Now, the rise in British im- 
ports appears to be slackening off, like the Ameri- 
can. About a quarter of Sweden’s exports go to 
these two countries, and approximately a third to 
The Six. Within this marketing group there were, 
in September, still no signs that imports were 
showing any quieter trend. In Western Germany, 
for instance, the rise in imports has, in part, been 
promoted and used as a means of counteracting 
domestic inflationary tendencies. Furthermore, it 
would appear that the foreign exchange position 
in all the member countries of the Common 
Market is at the present time better than ever. | 


The trend of production in Sweden 


Swedish industrial production rose rapidly dur- 
ing the autumn of 1959 and reached a peak at 
about the turn of the year. Since then, no in- 
crease has been registered, but instead a certain, 
though insignificant, downward tendency has been 
observed. This development is thus similar to that 
in the United States and Great Britain. 

The increase in production from the first half 
of 1959 up to the same period in 1960 amounted 
to 8 per cent. It has been remarkably evenly 
distributed; only in the leather and shoe industry 
has output declined. On the other hand, the ex- 
tent of the rise in production and the current rate 
of increase vary considerably as between the dif- 
ferent branches of industry. 

Within the group ore-mining and metal industry, 
the production of iron ore had by the middle of 
the year made up for the decline that occurred 
during the autumn of 1958 and the spring of 1959. 
In the first half of 1960 output was 17 per cent 
higher than the figure a year earlier but only 1 
per cent above that for the same period in 1957, 
that is to say, the preceding production peak. 
However, production was still rising rapidly at the 
end of the second quarter. 

In the iron and metal works, the upswing that 
has been experienced during the past two years 
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has now begun to slow down. It is true that out- 
put was 9 per cent higher during the first half of 
1960 than a year earlier and 18 per cent above 
the figure in the same period of 1957, but the 
percentage increase has gone down in respect to 
each of the past three quarters and by the end of 
the second quarter was around 5 per cent. 

For the engineering industry, there are un- 
fortunately no data available regarding the devel- 
opment of production, but only with respect to 
employment. During the first half of 1960 the 
employment figure was 5 per cent higher than a 
year earlier but only 2 1/2 per cent above that 
registered in the same period of 1957. By the end 
of June the number employed was rising rapidly, 
being 8—9 per cent above last year’s figure. This 
upward tendency holds good for all the major 
groups in the engineering industry; even the ship- 
building industry seems to have participated in 
the rise in production, which is in part being 
bolstered up by a rising — though still inadequate 
— inflow of orders. 

The timber industry’s decline in production was 
not checked until the beginning of 1960. During 
the first half of this year output was 12 per cent 
higher than a year earlier and 4 per cent more 
than in the same period of 1957. However, the 
rise in production has in all probability already 
passed its peak. 

Production in the pulp industry in the first half 
of 1960 exceeded by 15 per cent the figure noted 
a year ago, when the recession was still prevailing. 
Since the corresponding period of 1957, however, 
production has gone up by only 7 per cent. Never- 
theless, the high rate of increase was unchanged 
at the end of the second quarter. 

The paper industry is the most rapidly ex- 
panding branch of industry at the present time. 
The half-yearly increases in production in per- 
centage form (compared with the same period a 
year earlier) have been: 


1957—58 1958—59 1959—60 
—-3 43 +11 +11 +19 


Output was 29 per cent higher in the first half 
of 1960 than three years previously. 

The pure consumer-goods industries have also 
been able to record heavy increases during the 


first half of 1960. The production of the food 
industry was up 7 per cent, that of the weaving 
mills, spinning mills and knitted goods industry 
rose by about the same amount, whereas the 
clothing industry showed a somewhat lower figure. 
Finally, the leather and shoe industry's produc- 
tion, after a slight rise in the autumn of 1959, 
has declined at an increasingly rapid rate. 

In regard to the other branches of industry, no 
fully comparable statistics are available. In the 
building materials industry, the demand to meet 
the needs of the expanding building and construc- 
tion activities has led to a continued, moderate rise 
in production. Shortage of labour in the building 
trade has been the main reason why the increase 
in production has not been more rapid. Thus, 
deliberate steps have been taken to slow down 
building operations. Government investments of 
about Kr. 1,000 million were postponed in the 
spring and summer. During the first seven months 
of this year, building permits granted remained 
unchanged in value compared with the same period 
of last year. It is true that amounts granted for 
industrial buildings were 48 per cent higher, but 
they were 2 per cent less for blocks of flats (equiva- 
lent to 840 flats) and 10 per cent less for other 
buildings. 


The labour market 


Besides the above-mentioned measures taken to 
check the demand for manpower, the credit market 
policy has also, in part, had the same object. 
Furthermore, efforts have been made to increase 
the supply of manpower by intensifying the ac- 
tivities of the labour exchanges, more education 
and retraining, and also by means of importation 
of skilled foreign labour. 

The labour shortage is clearly evidenced by the 
low unemployment figures, which are only slightly 
higher than in 1956. The number of vacancies in 
the first six months of 1960 was 17 per cent above 
the figure prevailing a year earlier. At the same 
time, the ratio between filled posts and vacancies 
had been reduced from 75 per cent to 68 per cent, 
that is to say, only about two-thirds of all vacancies 
were filled this year as against three-quarters last 
year. 
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The price trend 


Consumer prices in Sweden have, on the whole, 
remained steady since the beginning of the year. 
However, as a result of the sales tax and a slight 
rise in prices during the autumn of 1959, the price 
level has, so far this year, been 4 per cent higher 
than last year. 

Wholesale prices went up one or two per cent 
during the autumn of 1959, so that the price level 
this year has been 2.4 per cent above last year’s. 
The price quotations for practically all commodity 
eroups are higher, the only exceptions being fuels 
and lubricants. The price increases have been rela- 
tively heavy in the case of typical Swedish export 
products such as timber, paper pulp, paper and 
board. However, previous price falls have not yet 
been recovered. 

During the spring of 1959, both import prices 
and export prices reached their lowest point. Im- 
port prices are now, on an average, 1 per cent 
higher, while export prices are about 3 per cent 
higher than in the same period last year. Thus, 
the terms of trade have again improved and are 
now at the unusually high level reached in 1958. 


Foreign trade 


Swedish exports during the first half of 1960 
were 17 per cent and imports 26 per cent higher 
than the respective figures a year ago. Around the 
middle of the year the rise in imports fell off 
noticeably, whereas exports continued to go up. 
During the twelve months from September, 1959, 
to August, 1960, the value of exports was Kr. 
12,600 million and that of imports Kr. 14,300 mil- 
lion. Even if no further rise were to be expected, 
the official forecast presented in May has, however, 
been considerably exceeded. The forecast estimated 
imports for 1960 at Kr. 13,700 million and the 
import surplus at Kr. 1,300 million. The import 
surplus for the 12-month period in question was 
in fact Kr. 1,700 million. This figure, however, 
includes the heavy deficit in the autumn of 1959, 
which was due to an excessive volume of imports 
for the purpose of replenishing stocks. The present 
import surplus cannot, however, be regarded as 
abnormally large. While the trade turnover is now 
14 per cent above the figure in 1957, the previous 


peak year, the import surplus has only increased 
by about 11 per cent. The import/export ratio has 
undergone the following changes in recent years 
(exports = 100): 
1952 1953 1954 1955 1956 1957 1958 1959 19602 
110» 107) 1125 116s Li4y S114 Si SOS ais 
1 12 months up to the end of August 


It will be seen that the present import surplus 
of Kr. 1,700 million is, relatively speaking, smaller 
than in any of the boom years 1955—57. 

The rise in exports during 1960 is distributed 
over practically all commodity groups. Some of 
the most important are shown in the following 


table. i 
Rise in exports 
January—July, 1959— 


Group and statistical January—July, 1960 


number (SITC) 


in Kr, as a per- 
mill. centage 
Rawsmaterials(2,. 5314) eae +346 +16 
of these: paper pulp (25) ...... +114 +13 
iron ore & concentrates 
(281) acorn sia ntekocte tiaras +131 +29 
Processed! 00dsi(6)\" = cemiesairee +310 +18 
of these: paper, board (64) ..... +118 +22 
commercial iron & steel 
(GBT 04/1 Di echatr sees +108 +29 
Machinery & equipment, means of 
{FANSPOFE(/ en ee ee eens +336 +17 
of these: machinery & equip- 
ment other than electri- 
Cal) ascents +268 +22 
motor vehicles, car parts 
(732—01, 03/06) ...... + 74 +24 
vessels and boats (735). . + 24 + 4 
Otherjeoods eins ce. keaiciisure os + 65 +11 
‘Total smportssscsysraelyetsioerentaetats + 1,057 +17 


The increase in imports during the first seven 
months of 1960 compared with the same period in 
1959 is broken down into the following figures: 


Rise in imports 
January—July, 1959— 


Group and statistical January—July, 1960 


number (SITC) 


in Kr. as a per- 
mill. centage 
Mineral tuelsicte. (G)i\ Pee cen. ech +118 +11 
Raw materials, inedible, excl. fuels 
(yA) Eanes Baie cremteital heres +198 ST 
Chemical products (5) .......... +147 +30 
Processed’ ¢oo0ds\(6)/= eeu ert ra +628 +42 
of these: base metals (68) ...... +422 +62 
Machinery & equipment, means of 
transport, (7): cee ese es +356 +20 
of these: motor vehicles, car parts 
(732—01- 03/06) aires + 30 +7 
Other goodsifs.. sich macte see +169 +12 


Total imports ...........00e0005 +1,616 +24 
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The increase in imports has largely been ac- 
counted for by processed goods, primarily com- 
mercial iron and steel, as well as by raw materials, 
such as textile fibres, rubber and scrap metal. 
Motor vehicle imports, on the other hand, have 
shown a slower increase. 


Foreign trade with the more important countries: Fanuary—Fune, 


1959 and 1960 (Kr. mill.) 


Imports Exports Trade balance 

1959 1960 1959 1960 1959 1960 

Denmark <= 4.)2. 225 301 352 406 +127 + 105 
Pama 6 cds os 45 85 192 268 + 147 + 183 
INGIWAY "seca c. - OOM 200070) 91577 =F 7385) +. 322 
United Kingdom 812 975 803 1,027 — 9 + 52 
Western Germany 1,292 1593 775 934 —517 — 659 
EANGOP Ree cont 217. 309 219 235 + 2— 74 
TAL Veils chris ie 198 241 184 214 — 14 — 27 
Lene hb ae Sais ane 662 852 449 611 —213 — 241 
Binet es... 2,370 2,995 1,626 1,994 — 744 —1,001 
United States.... 594 867 426 499 — 168 — 418 
Other countries... 1,592 1,882 1,452 1,627 — 140 — 255 


Total 5,828 7,360 5,426 6,348 — 402 —1,012 


The development of the foreign exchange re- 
serves during the spring of 1960 gave some cause 
for anxiety. However, with the import surplus 
ceasing to expand at the end of the second quarter, 
the main cause of their decline has been removed. 
‘The registered decrease from the 31st of Decem- 
ber, 1959, to the 30th of June, 1960, was Kr. 414 
million, which is not to be regarded as a particu- 
larly high figure. In the boom year 1956, for in- 
stance, the foreign exchange reserves fell by Kr. 
430 million from the 31st of January to the 31st 
of May. The normal seasonal increase in the for- 
eign exchange reserves has, however, been relatively 
weak this year. 


The foreign exchange reserves (Kr. million) 


Dec. Aug. Dec. Aug. 

The Riksbank 1958 1959 1959 1960 
Sola vente cess Se ie o¢ 1,053 990 987 886 
Foreign exchange 1,392 1,520, — 13179 1,582 
2,445 2,510 2,166 2,468 

Commercial banks .... 546 625 881 278 


Total 2,991 3,135 3,047 


The credit market and government finances 


The development on the credit market has, 
during the past two years, been one of pronounced 
and rapid changes. After the so-called “loan ceil- 
ing” had been abandoned in 1957, the commercial 
banks’ lending operations began to expand very 
strongly. During 1958, advances increased by 8.0 
per cent (Kr. 866 million) and in 1959 by 12.3 per 
cent (Kr. 1,433 million). At the same time, bank 
deposits rose at a still more rapid pace — by 12.9 
per cent and. 18:5. per-cént in 1958 and 1959, 
respectively. The most important factor behind 
this expansion was the growth of the government 
finances, characterized by large budget deficits, 
with a corresponding amount of borrowing, which 
was very largely done via the commercial banks 
and the Riksbank. 

At the beginning of the present year, however, 
there was a striking reversal of the position — 
bank deposits began to decline rapidly. From the 
turn of the year up to the end of August, the funds 
deposited in the commercial banks dropped by Kr. 
669 million, ie. by 3.5 per cent. The reason for 
this severe contraction of deposits is to be found 
in the restrictive monetary policy pursued during 
the spring and summer with a view to lessening 
the risks of an apprehended inflation. The main 
features in this anti-inflationary policy were the 
raising of the official discount rate in January, a 
large government loan in April (with payments 
up to the end of June), the issue of Treasury bills 
and short-term government bonds in the course 
of June and July (which were especially adapted 
to meet the investment needs of business firms), 
and taxation relief for funds deposited with the 
Riksbank by business firms — any amounts paid 
in to these (so-called “anti-cyclical investment 
funds”) before the end of July (Kr. 570 million) 
would have the benefit of a 12 per cent tax rebate. 
The government loans against bonds and Treasury 
bills, and also the payments into the above-men- 
tioned investment funds, involved during the pe- 
riod April—July the absorption of close on Kr. 
2,000 million from the market outside the com- 
mercial banks and the Riksbank. 

However, while this restrictive policy was causing 
a heavy outflow of funds from the commercial 
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banks, their advances continued to rise — during 
the first seven months of the year the banks’ out- 
standing credits expanded by over Kr. 1,100 mil- 
lion, i.e., by 8.5 per cent, implying the same rapid 
rate of increase as in the corresponding period last 
year (during August there was, however, some 
decline in advances). 


The position of the commercial banks 


1958 1959 1960 

Assets (mill. kr.) - Dec. Aug. Dec. July Aug. 
Gash a Fes accterttowios 784 487 1,066 417 576 
Treasury bills ..... 1,105 1,036 Se 258 258 
Swedish bonds.... 4,118 4,215 5,828 5,650 5,571 
Advances @an0ent 11,692 12,780 13,125 14,240 14,147 
Due from foreign 

Damks psu het 990 998 1,346 809 823 
Other assets ....... 1332) 21198 7 1,728". 15365. 1,465 


Total 20,021 
Liabilities (mill. kr.) 


21,635 23,605 22,739 22,840 


Deposits eerste. cite: 15,986 17,833 18,950 18,312 18,282 

Due to foreign 
banks ceiee core 425 362 401 489 537 
INESEIVEGS Neree aes ae 12837 15360 1560 1366 ent 369 
Other liabilities, 724527) 223080 22,894) 257 2t2;002 
Total 20,021 21,635 23,605 22,739 22,840 


The changes that have occurred during the year 
in the commercial banks’ deposits and advances 
are of course also reflected in the development of 
the banks’ liquidity. The liquid assets — primarily 
sight balances with the Riksbank, short-term se- 
curities and foreign currency holdings — went 
down by over Kr. 1,500 million from the turn of 
the year to the end of July, compared with an in- 
crease of Kr. 430 million during the same period 
last year. It is true that for seasonal reasons there 
is always some falling-off in liquidity during the 
spring months, but generally this “normal” con- 
traction, in the first place, is on a considerably 
smaller scale and, in the second place, has already 
reached its limit by May. 

Special light is thrown on the development de- 
scribed here if we compare it with that during the 
boom years 1954—55, ie. draw an economic 
parallel to the past year, and also with the meas- 
ures of monetary policy adopted in the first-men- 
tioned period. 

The expansive financial policy pursued during 
the recession in 1953—54 led, in just the same way 


as in the recent business decline, to a strong ac- 
cumulation of liquidity in the commercial banks, 
so that, when the upturn got under way and the 
demands on the banks for credit grew, they had 
considerable possibilities of increasing their ad- 
vances. Thus, in 1954 total advances in the com- 

mercial banking system rose by nearly Kr. 1,200 
million, i.e., by 11.7 per cent. 

With a view to discouraging the lope to 
invest and thereby to counteracting an inflationary 
development, the Riksbank raised its discount rate 
in April, 1955, and also requested the commercial 
banks to curb their lending. When these steps failed 
to give the desired result, a measure of direct 
control was resorted to; it was decided that the 
commercial banks’ lending should be cut down to 
a fixed level and that this level was not to be 
subsequently exceeded. This “loan ceiling” was in 
operation from the summer of 1955 and ot 
in force for about two years. 

While, then, the reluctance of keeping a check 
on the upward trend of economic activity in 1954 
—55 with the aid of monetary measures led to 
direct intervention in the form of controls, the 
restrictive measures during the latest economic ex- 
pansion have been designed rather to exert an in- 
fluence on the market. 

True, the Riksbank has now, as in 1954—55, 
instructed the banks to put a brake on their lending 
and has recommended liquidity quotas which are 
considerably in excess of what are necessary from 
the viewpoint of business economics — these re- 
commended liquidity quotas have in fact been far 
higher during the past year than in the period 
1954—55. But reliance has to a large extent been 
placed upon the “traditional” measures of mone- 
tary policy, i.e. the raising of the discount rate and 
open market operations, which have been described 
above. 

The last half-year’s restrictive monetary policy 
may now be said to have yielded results in the 
sense that the possibilities of business firms’ being 
able to finance their future investments through 
borrowing have been very severely curtailed. This 
applies particularly, of course, to the possibilities 
of borrowing from the commercial banks. 

Furthermore, the business sector’s own liquidity 
reserves have most likely become quite heavily 
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depleted after payments to the special investment Interest Amount Matu- 
; rate of loan ities in 


funds and purchases of Treasury bills and short- 
term bonds. This, in turn, has involved limiting | The Mortgage Company of the 
the possibilities of taking up so-called “grey cred- Swedish Savings Banks......... 51s 12 


Kr. mill. years 


soso Hee aay ahd or 1 eee flexible 20 (10) 
its in the form of larger and longer-term suppliers Suedish City’ Moripane Banke. 53). 250 12 (10) 
credits, etc. Swedish Housing Credit Bank ... 5 4/, 60 40 (10) 


The Stock Exchange has shown remarkable 
activity during the latter part of the summer. The 
The bond and stock market | Skandinaviska Banken’s share index reflects a price 
increase of 2 per cent for the home-market in- 
dustry’s shares and of 13 per cent for the rest of 
the industrial sector during the period May— 
September. This means that since the end of last 
year the price level of the last-mentioned group 
has gone up 11 per cent, whereas the quotations 
for home-market shares have remained unchanged. 
A powerfully stimulating factor behind this price 
increase has undoubtedly been the interest shown 
by foreign buyers. 


Since the large-scale government borrowing on 
the bond market in the spring and early summer, 
possibilities of issuing new loans have been limited. 
Apart from continuous issues of Treasury bills of- 
fered outside the commercial banks, the summer 
months have been characterized by complete calm 
on the issue market and a very small turnover on 
the Stock Exchange. In September, however, loans 
were issued for a total of Kr. 310 million on behalf 
of the City Mortgage Bank and the Housing Credit 


Bank — loans which, owing to the strain on the The current yield for a selection of representative 
capital market on account of the government Shares: highest and lowest levels during the 1950s 
borrowing, could not be launched earlier (cf. the May Jan. June Jan. Sept. 
introductory article in this journal). 1953-1955 » 1958" 1960 1960 


Timber industry (5 firms) 49 28 3.5 24 2.6 


pines the: preceding survey the following bond =p incering industry (5»).. 62 41 53 31 311 


loans have been offered for subscription: Barkiqaye teen. 50 38 58 39 45 
1951}1952}1953}1954}1955]1956}1957 19581959 1960 
Share Index 
(Face value Jan. 1953 = 100) 
Home market industry........ 172 | 140} 155 | 196 | 187 | 171 | 175 | 213 | 292 | 310 | 305 | 284 | 287 | 283 | 282 | 280 | 291 | 290 
Otherjindustriesy 4... s.6s 60 242 | 204 | 225 | 294 | 296 | 279 | 280 | 328 | 454 | 483 | 480 | 445 | 452 | 446 | 461 | 471 | 487 | 508 
Of which: 
RE ANIC ES DERI E Fics. cme acisinnate 372 | 366 | 400 | 445 | 500 | 485 | 460 | 457 | 564] 632 | 604 | 556 | 566 | 566 | 591 | 606 | 641 | 623 
Swedish Match Co.......... 123 | 112 | 123 | 140] 159 | 124] 142 | 197 | 280 | 302 | 290 | 278 | 288 | 280 | 304 | 294 | 312 | 326 
Iron & steel industries ...... 192 | 160 | 165 | 221 } 220 | 235 | 217 | 230 | 328 | 347 | 342 | 328 | 324 | 325 | 323 | 327 | 335 | 340 


Exporting engineering ind. .. | 227 | 182 | 191 | 253 | 243 | 242 | 238 | 277 | 396 | 417 | 404 | 391 | 397 | 395 | 410 | 421 | 439 | 484 
Wood goods & paper pulp ind. | 235 | 190 | 242 | 351 | 360 | 330 | 337 | 411 | 612 | 642 | 639 | 605 | 608 | 591 | 610 | 624 | 632 | 648 
Combined timber and iron ind. | 352 | 289 | 317 | 425 | 392 | 340 | 366 | 466 | 577 | 608 | 583 | 540 | 554 | 542 | 549 | 569 | 580 | 589 


Up AGO SRS ae eee 203 | 206 | 263 | 403 | 358 | 422 | 466 | 588 | 929 | 920 | 940 | 837 | 892 | 884 | 869 | 866 | 899 | 920 
Shipping companies .......... 264 | 190 | 208 | 298 | 249 | 256 | 216 | 226 | 262 | 273 | 262 | 237 | 243 | 238 | 236 | 242 | 244 | 248 
Holding companies .......... 246 | 206 | 245 | 317 | 320 | 317 | 383 | 536 | 743 | 789 | 726 | 706 | 706 | 711 | 752 | 761 | 745 | 819 
ARLE eerie cere eieceF oo. 5 Foss ens. wee 231 | 203 | 230 | 286 | 262 | 233 | 228 | 276 | 334 | 348 | 323 | 305 | 290 | 289 | 285 | 289 | 292 | 302 


Note: All figures refer to the middle of the months. 
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Upon the sale of ITT’s holding of A shares in 
Telefon AB L. M. Ericsson, to which reference was 
made in the preceding survey, ITT were granted 
the right to exchange them for other Swedish 
shares up to a corresponding amount. As ITT did 
not avail themselves of this right, the Foreign Ex- 
change Board gave permission for the export of 
an equivalent number of L. M. Ericsson B shares, 
which, however, seems to have expired at the be- 
ginning of September without being prolonged. 
Prior to that, a considerable turnover had taken 
place, within the scope of this permission, in the 
Stockholm Stock Exchange’s internationally better- 
known securities, especially L. M. Ericsson. 

Different groups of shares have during recent 
years developed in a highly different way with 
respect to price. This is illustrated by the table on 
the bottom of page 141 indicating the trend of 
the Skandinaviska Banken’s share index, where 
the nominal value of the shares included, as of 
January, 1953, is 100. 

Thus, the development of the shipping com- 
panies’ shares gives a clear reflection of the recent 
years poor freight situation. The price rise from 
December, 1952, to September, 1960, has only 
been as small as 30 per cent, ie., 3 1/2 per cent 
a year on the average. The price increase with 
regard to bank shares over the same period has 
amounted to 49 per cent, which is equivalent to 
about 5 1/4 per cent a year. The index figures 
show further the difference in the price trend 
between, on the one hand, those companies who 
primarily concentrate on the domestic market and, 
on the other hand, those companies producing 
mainly for export. With regard to the former, the 
annual price rise during the almost 8 years under 
review has amounted to 9 1/2 per cent, while the 
latter have experienced a price increase of about 
12 per cent. Considerably higher price increases 
are, however, noted for such groups as holding 
companies and trade, the prices of these shares 
having risen by no less than 298 per cent and 347 
per cent, respectively, i.e., an average of 18 3/4 
per cent and 20 1/2 per cent, respectively, per 
year. 


Price development of various groups of shares 
Dec., 1952—Sept., 1960 


No, | Price me bd Sent 1959 
Group sot oercen |: 228 oedenm 
tage centage} Percen- 
tage 
Home-market industry...... 11 | +107) + 9F| + 6 
Otherindusiry Mae ee ee 23 | +149] +12 +21 
Of these: 
Grangesberg.s,cn).e arene 1|+ 70;+ 7 +20 
Swedish Match Company..| | +191] +14 21 
Iron and steel industry ....} 4 | +112] +10 +18 
Exporting engineering ind.| 7 | +166] +13 +32 
Timber goods and paper- 
pulpandustriesteeac. ee 8 | +241} +163} +18 
Mixed timber and iron ind.| 2 | +104] -+ 93] + 9 
Trade’. :%-eee eee nan 2 | +347 | --205 |) 
Shipping companies........ 4) + 30] + 3¢] —=—"4 
Holding companies ........ 4 | +298} +183) +19 
Banks asitcatieiee eee mate 4/+ 49/+ 54] — 2 


Under the influence of the West European ef- 
forts at integration, a number of mergers had al- 
ready been effected before this. At the beginning 
of September, Korsnés AB announced an amal- 
gamation with Marma-Langroérs AB. The new in- 
dustrial entity which will thus be created will be 
Sweden’s next largest forestry company with a 
total area of forestland exceeding 500,000 hectares 
and with altogether more than 7,000 employees, 
its main production being the manufacture of pulp 
and paper at plants situated at Gavle and Séder- 
hamn. has 

Furthermore, the shareholders in Férsakrings 
AB Svea Nornan have been offered one new share 
in Forsaékrings AB Skandia at Kr. 100 + Kr. 25 
cash in exchange for one share in Svea Nornan. 

Since the preceding survey the following issues 
of shares have been announced: 


Bonus issues 


AB Sveriges Férenade 
TnkAéfabriker Wii. <e 
Bultfabriks AB .......... 1) °>. De 2ive 2. BAO Rs 
Forvaltnings ABHolmia.. 1 » » 1» » 132 » 
Sjoférsikrings ABOresund 1 » » 2» » 5.00 » 
Minebergs AB .......... by 4 Shee 
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Some Statistical Data on Sweden’s Economic Position 
I. THE RIKSBANK. (Amounts in million kr.) 
Gold and Foreign Exchange Reserves Sight Deposits 
At on Sa Tae aiccoe ee | onde and Ete 
en : Treasury | Advances |,.; : Thereof 
of Gold Foreign Total Bills Circulation Total 
Exchange? Ss Comm. 
tate B 
anks 
1938 707 750 1 457 106 50 1061 849 418 428 
1955 1 426 1 004 2 430 4023 25 5 319 747 321 418 
1956 1 376 1072 2 448 4390 21 5 598 504 260 241 
1957 1 134 1 226 2 360 5 050 89 5 840 415 273 136 
1958 1 053 1 392 2 445 4545 94 6 059 323 158 164 
1959 987 1179 2 166 4893 241 6 266 285 146 138 
1959 | 1960} 1959 | 1960] 1959 | 1960| 1959 | 1960 | 1959 | 1960 | 1959 | 1960 | 1959 | 1960 | 1959 | 1960 | 1959 | 1960 
Jan 1053] 987] 1408| 844] 2 461] 1831] 4133] 4873 47 96 | 5 728) 5 887) 228 | 144 | 166 | 10) 61 42 
Feb 1055| 886] 1407| 998] 2 462} 1884] 3897)4753| 157 91 | 5638) 5 772) 201 | 167 | 151 | 104 43 61 
Mar 1058] 885) 1419] 1154] 2477} 2039) 3897)4057) 187] 594]5603)5 727) 218 | 127 | 177 | 100 40 25 
Apr. 1058} 885] 1463] 1411) 2521 | 2 296] 4047 | 4437 Wd 45 | 5699] 5 857} 204 | 160 | 139 | 120 63 38 
May | 1058] 885] 1465) 1423) 2523] 2 308) 3809/3981] 155] 346)5527|5 701) 188 | 158 | 135 | 126 52 31 
Jun 1061} 885) 1508] 1474) 2569] 2 369) 3849/4246) 176} 393] 5665) 5 983] 143 | 218 | 104 | 194 38 23 
Jul. 1061] 886) 1522) 1481) 2583 | 2 367 | 3 784 | 4 256 58} 497] 5500] 5 782} 135 | 140 89 | 102 45 i 
Aug. 990} 886] 1520] 1582) 2510) 2 468) 3 754)4441] 147] 440]5556}5 828) 126 | 104 88 87 36 16 
Sep 990} 885] 1497) 1592| 2487) 2 477|3789| 4294} 121] 704)5596}5906) 95 | 134 634) 113 31 20 
Oct. 988 1273 2 261 4120 151 5 754 104 62 40 
Nov. 988 1 287 2210 3 930 408 5 806 97 57 39 
Dec 987 1179 2 166 4 893 241 6 266 285 146 138 
1 Market value. — * Net claims on foreign countries. 
Il. COMMERCIAL BANKS. (Amounts in million kr.) 
Advances Deposits 
At the . Net Claims 
end Cash ear on Foreign Overdrafts Thereof 
of ee Countries Bills Loans and Other Total Total Shion ‘Ter 
Advances 2 oak 
1938 601 190 95 1 163 2 705 470 4 338 4 260 hailey 
1955 958 2 958 169 2731 5 355 2 444 10 530 12 609 2 422 
1956 788 3 295 437 2 613 5 088 2 937 10 638 13 090 2 660 
1957 724 4 439 661 2 597 5115 3114 10 826 14 263 2714 
1958 784 5 223 701 2791 5 498 3 403 11 692 15 987 2 682 
1959 1 065 6 340 1 092 3 162 6 591 3 372 13 125 18 950 3 472 
1959| 1960 1959| 1960 1959| 1960 1959| 1960 1959 1960 1959 1960] 1959 | 1960} 1959 | 1960} 1959 | 1960 
Jan 494) 493]5 80116978) 701] 1281) 2 759) 3 006) 5 503] 6 563} 3 526 | 3 484] 11 788}13 053) 16 494/19 596] 2 253 | 2 709 
Feb. 463| 546] 6 367| 7248) 704] 1 208] 2 746} 3 082] 5 595) 6 508] 3 457 | 3 419 | 11 798/13 009) 16 805)19 724) 2 257 | 2 852 
Mar. 584] 55816008/7191) 728| 913] 2 863] 3 229) 5 691] 6 643} 3 478 | 3 598} 12 032}13 471) 16 828/19 253] 2 231 | 2878 
Apr. 561] 5241568716739] 593] 504) 2901) 3 246] 5 778] 6 748] 3 476 | 3 638 | 12 155}13 632] 16 769/18 908] 2 239} 3017 
May 500} 611/5461/6150| 614] 478] 2 973] 3 287] 5 848] 6 819] 3 689 | 3 773 | 12 443/13 879] 16 590}18 599) 2179} 3 065 
Jun. 573) 688] 5 72716220) 575| 413) 2 965] 3 263) 5 972] 6 855] 3 743 | 3 832 | 12 613)13 950) 16 915/18 469) 2 415} 3 202 
Jul. 486| 466]6018} 5908] 684] 485) 2 981] 3 325] 6 115) 6 921) 3 700} 3 994} 12 723)14 240) 17 610)18 312) 2 347 | 2 856 
Aug. 487| 575| 6 285|5 827| 778] 430) 2 962] 3 243] 6 216] 6 922) 3 672 | 3 982 | 12 779)14 147] 17 832/18 282) 2 357 | 2 900 
Sep. 555| 58216209] 5666] 867] 461] 3025) 3 326] 6 344 6 865) 3 660 13 029/14 312] 18 105|18 067} 2 431 | 2 850 
Oct. 511 6 736 1 066 2 976 6 373 3 499 12 849 18 397 2 458 
Nov. 534 6 624 1179 2 983 6 465 2 550 12 998 18 413 2 488 
Dec. | 1065 6 340 1 092 3 162 6 591 3 372 13 125 18 950 3 472 


1 Including Treasury Bills. 


144 SKANDINAVISKA BANKEN 
Ill OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 
it T Turnover at the 
Savings Banks rs ok j seanek Yields on Bonds? | Stockholm Stock | Share index? 4 
Year Post Office Postal Exchange® 
Ol |G aw malik Taree Pe AViliCS Cheque To fe Lee 
Month] Deposits! | Advances! Bank? Service *| Bonds | Shares pc oe 
- n- 
Million kr. | Million kr. | Million kr. | Million kr. 1000 kr. | 1000 kr. | dustries | dustries 
1938 3 685 3 069 606 24 986 243 931 149 103 
1955 10 339 9 743 3118 307 522 244 642 195 299 
1956 11 097 10 370 3315 338 877 433 555 176 283 
1957 11 969 11 152 3571 375 137 397 772 182 289 
1958 12 942 12 032 3 861 394 560 415 915 194 313 
1959 13 835 13015 4088 416 120 483 1 265 255 380 


Jan 4069 | 4326 | 39 234) 36 386 »16] 457 | 357 11132]1735) 212 | 310] 326 | 483 
Feb. : : : - | 4092] 4355 | 24 617) 24965 66] 673 | 276 |1162}1530} 227 | 305 | 350} 479 
Mar. |13 730]14 636/12 289/13 189) 4086} 4365 | 40 120] 37 248 5) 368 | 670 }1014)1145) 227 | 284) 352 | 445 
Apr 4079 | 4 363 | 30 171) 29 370 : 377| 452 | 371 }1181}1076} 227 | 287 | 357 | 452 
May : . : - | 4068} 4355 | 41 669} 36 787 : »76| 483 | 295 |2187| 878] 251 | 283 | 384 | 446 
Jun. |13 663/14 558/12 509)13 335} 4082] 4 392 | 28 414) 28 425 : 3) 613 | 209 }1422)1122) 254 | 282 | 392 | 461 
Jul 4117] 4446 | 43 506) 39 490 : ,97| 440 | 264 |1312}1227) 268 | 280 | 410] 471 
Aug. : : 4136] 4458 | 22 693) 24 012 5} 431 | 240 |1094/ 1682) 275 | 291 | 426 | 487 
Sep 13.915 12 722 4125] 4449 | 40 533) 36 283 ,06} 685 903 273 | 290} 418 | 505 
Oct. 4131 29 159 466 1285 282 448 
Nov. : : 4129 36 736 389 1184 276 446 
Dec. |13 830 13 016 4 088 39 267 345 1305 292 454 
1 At the end of each year or month. — 2 Calculated on market prices at middle of months. The yearly he represent 
averages of the monthly figures. — * Averages per Stock Exchange business day. — ¢ Nom. value Jan. 1953 = 100. 


‘ Foreign Trade 
Year National 
or Debt* Export (+) 
Month Imports | Exports | or Import 
Million kr. | Million kr, | Million kr. sae Sta gee 
1938 2 566 2 082 1 843 239 
1955 16 081 10 337 8 933 — 1404 
1956 16 966 11 434 10 067 — 1 367 
1957 19 095 12 567 11 062 — 1505 
1958 19 851 12 249 10 799 — 1450 
1959 yal 12 449 11 417 — 1032 
1959 | 1960 1959 1960 1959] 1960} 1959 | 1960 
Jan. |20043)21610|] 922) 1326) 838) 1057) — 84} —269 
Feb. | 20440/21936] 911] 1267) 827] 1101] — 84| —166 
Mar. |19792/21013| 913) 1207) 825) 992) — 88} —215 
Apr. | 20 037 | 21 054] 1 093] 1119} 931) 1075) —162}— 44 
May | 19 030] 20048] 982) 1 239/1 034] 1 087) + 52} —153 
Jun. | 19173} 20660] 1009) 1 198) 970) 1075) — 39; —123 
Jul. 19517} 20752} 931)1020) 940)1073}4+ 9/]+ 53 
Aug. a 1 3| 20917] 901) 1147) 857) 1032) — 44) —115 
Sep. 20 547 | 1 064 903 —161 
Oct. E: e | 1 163 1155 8 
Nov. | 20077 | 1 237 1 065 —172 
Peosicin/ 7 | 1 300 1075 —225 


IV. OTHER STATISTICAL DATA 


Wholesale Price Index 


(1949 = 100) Gon: 


sumer 
Price 


Import | Export All Index 
Goods | Goods | Goods |1949=100 


47 51 64 
147 138 133 
153 145 139 
155 147 145 
149 144 152 


1 At the end of each year or month. 
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Statement of Condition September 30°, 1960 


ASSETS 
Cash in hand and with the Riksbank ........ Kr. 166,158,000 
Bonaeenn  Tressinry Dillg.tg ye) x: wre jars Viet Sarees » 1,547,155,000 
PMTCT LIE dehy gi Se we Gh ie ns ew ew wets » 3,680,041,000 
ameter Datei ie iy ty: eo eke ees at 29,645,000 
Danes @btaad: 6. ss. ote es flrs Ok 85 ong Re ee » 176,960,000 
ACT eCCCOUNtS Ce ens wees, os ch, oh. » 107,170,000 


OHARES Olay a Lc es Pee oe ee ee fisnu 9 17,009,000 
Buildings, Furniture and Fittings. ......... 57,326,000 
Kr. 5,781,464,000 


EIABIEITIES 
een eee ee) Kr. 4,530,686,000 
Swedish Banks and Savings Banks ......... » 359,772,000 
Banks abfoad ..4.. we 54 bi icia? Te eee. eee rr » 141,240,000 
Bit) PACRTMIES, ESF a irate Me ies tee es » 383,110,000 
Share Capital... . » «©. «+ «..>» Kr, 194,112,000 
Reserve Punds) 20... %. 6 « «.\s . . » 155,888,000 
Ie vied OTONTE a Go eT ef » 16,656,000 » 366,656,000 


Kr. 5,781,464,000 
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Goteborg, Stockholm, Malmé 
(Principal Offices) 


Place with more than 10 000 
inhabitants 


Place with less than 10 000 
inhabitants 


In all 244 branches at 173 different places. 
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